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Teamwork 


Title Insurance, to gain the highest peak of protection 
and service, requires perfect balance and co-ordinated 


action. The broker and attorney pull together with us. 





Commonwealth Land occupies the summit in reputation, 


resources and friendly, personal service . . . and the 
Title policy, backed by these outstanding advantages . . 
plus Assets in Excess of $9,500,000 . . . protect you and 


your client as long as ownership exists. 


Title Insurance makes any mortgage a safer investment 





A 
COMMON WEALTH LAND 
fut, 7 MMALLAALELR 


TITLE INSURANCE SINCE 1876 
Main Office: 1510 Walnut St., Philadelphia 2, Pa. ... Telephone WAlnut 3-0400 


TITLE INSURANCE IN PENNSYLVANIA, NEW JERSEY, DELAWARE, MARYLAND, MASSACHUSETTS AND OHIO 























Any way you look at it... 
it’s a home improvement... 





Any way you look at insurance 
Oid Republic has the answer 


You know that the more complete the 
service Offered, the more easily you sat- 
isfy customers . . . and interest new ones. 
And you can appreciate how much you 
will benefit from having a single source 


for all home improvement coverages. 


Old Republic 


Life Insurance Company 
Chicago 1, Illinois 





Old Republic has them all—credit life, 
accident and sickness coverages. The 
Old Republic companies provide the 
most complete specialized insurance 
market for financial institutions engaged 


in diversified instalment credit. 


Old Republic 


Insurance Company 
Greensburg, Pennsylvania 








TITLE INSURANCE SERVICE CAN BE FRIENDLY, TOO! 





Your transactions are undertaken in an atmosphere of congeniality 
when you call on us for title insurance. That is the experience of 
many top mortgage bankers who have found that speed and effi- 
ciency do not discourage friendliness and personal interest at Louis- 
ville Title. 


Let us work out for you a customized title insurance service that 
fits your needs exactly. We are an organization old in experience — 
young in action—capable in performance . . . recognized as one of 
the nation’s leading title insurance companies. We’d like to send 


you complete information about our service. 
Re oF PRO, 
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MBA Calendar 


September 23-26, Electronic and 
Tabulating Equipment Servicing 
Clinic, Hotel Commodore, New York 


November 4-7, 44th Annual Con- 
vention, Statler Hilton Hotel, Dallas 








JANE AND BILL | 
LEARN HOW | 
A Mortgage Works | 
| 


This is the title of an effec- 
tive piece of public relations | 
and promotion developed by 
the MBA Committee on Fi- | 
nancing Minority Housing, | 
with an assist from the Public 
Relations Committee. It is | 
available to MBA members | 
for distribution to selected | 
groups in their communities. 


The content and style of the 
booklet follows the format of 
the familiar comic book, a | 
device employed to attract the | 
widest possible readership. | 
One of the booklet’s advan- | 
tages is the section devoted to | 
explaining to the mortgagor | 
the benefits of maintaining his | 
property in good repair. 

These booklets are available 
to members, ready for their 
own imprint on the back page, 
at these prices: 


eee $ 50. 
_ errr 95. 
BE bo sietenane 180. 


Fill out coupon and mail to 
Mortgage Bankers Association of 
America, 111 W. Washington St., 
Chicago 2, Ill. 





(Individual’s Name) : 


(Co: ompany Name) ; 








(Street Address) 





(City and State) 











"Wlorlgage Banker 


please route te: 
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PROTECTION® 


* There is no better 
protection for a mortgage 
than title insurance by 
American Title. 













Licensed to write title insurance in— 


ALABAMA + ARKANSAS + COLORADO «+ FLORIDA + GEORGIA + INDIANA + KANSAS + KENTUCKY 
LOUISIANA + MICHIGAN + MINNESOTA + MISSISSIPPI + MISSOURI » MONTANA + NEW MEXICO 
NORTH CAROLINA + NORTH DAKOTA + OHIO + OKLAHOMA + SOUTH CAROLINA + TENNESSEE 
TEXAS + WEST VIRGINIA + WISCONSIN + WYOMING «+ PUERTO RICO + VIRGIN ISLANDS 
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EXTENSIVE 


) 
bh RESEARCH 
AND PLANNING 
4 ADD GREATER 
APPEAL, GREATER 
QUALITY TO 
HARNISCHFEGER 


— P&H HOMES y 











Your judgment of the physical security of a mort- 

gage package is based on three things: (1) the 

design, quality, and appeal of the home, (2) the 
completeness of the package, and (3) the reputa- 
tion of the manufacturer. 

Therefore, when you consider investing in home 
mortgages, you'll do well to keep in mind these 
vital facts: 

e The design and styling of Harnischfeger P&H 
homes are based on extensive studies of the wants 
and needs of the mass market, then translated 
into beautiful, highly salable homes by nationally 
known architects. 


© The mortgage papers, handled by Harnischfeger 


HARNISCHFEGER 




















Port Washington, Wisconsin « Phone 611 
Financing affiliate: Harnischfeger Homes Acceptance Corp. 


ANOTHER 


REASON 
WHY 
LEADING 
INVESTORS 
LIKE 
P&H 
HOME 
MORTGAGES! 














Homes Acceptance Corporation, are accurate, the 
title insurance is complete, the borrower has been 
thoroughly screened, the security has been com- 
pletely analyzed in terms of location and value. 


e Harnischfeger’s 22 years’ experience in home pre- 
fabrication brings added protection to the mort- 
gage package, assures maximum yield. 


For more information on the soundness of P&H 
home mortgages, write: Harnischfeger Homes Ac- 
ceptance Corp., Dept. MB-579, Port Washington, 
Wisconsin. For banking references, write: Chase 
Manhattan Bank, New York, N.Y., or First Wis- 
consin National Bank, Milwaukee, Wis. 


HOM EE» QUALITY 
Manufactured by Harnischfeger Homes, Inc. Pp 
& 


Port Washington, Wisconsin « Phone 1234 HOMES 


Copyright 1957 by Harnischfeger Homes, Inc. 
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PROTECTION 


icensed to do busines 


Arkansas ® Florida ¢ Georgia @ Indiana ® Kansas ® 
Louisiana @ Mississippi ¢ Missouri ¢ Nebraska 
Oklahoma ® Illinois (certain counties) ¢ Alabama 


TITLE INSURANCE CORPORATION 810 Chestnut MAin 1-0813 
of St. Louis, MeCune Gill, President 10 South Central PArkview 7-813! 

















Patterned ashlar of four sizes 









Basket weave of 4x8, : 
4x16 and 8x16 inch units ' 


Horizontal stacking 
of smooth-face 
2x16 inch units 


HOW VERSATILE J [ose "f vnoreers YOUR INVESTMENT 


fe Funds invested in long-term home mortgages are safest 
when the houses financed have the beauty that makes for 
ready salability throughout the life of the mortgage. Well- 
designed houses built with concrete masonry offer lenders 
this important protective feature. 






With their lasting charm and distinction concrete masonry houses enjoy ready salability. 





















The beauty of concrete masonry houses starts with the 
concrete block itself. These units are available in a variety 
of sizes, textures and colors that will please any taste or 
harmonize with any condition of terrain. 


| en ‘ot " 


Horizontal stacking of textured 8x16 inch units 







The small photos show a few of many ways in which con- 
crete masonry can be laid to achieve distinctive patterns. 


No other quality building material offers greater versa- 
tility than concrete masonry. Even the colors can be changed 
at will with paints available in many shades. 


Write today for a free booklet that shows in color how 
beautiful concrete masonry houses can be built in any style 
of architecture, in any neighborhood, in any climate. The 
booklet is distributed only in the United States and Canada. 


PORTLAND CEMENT ASSOCIATION 
Dept. A9-95, 33 West Grand Avenue, Chicago 10, Ill. 


a *t,. > A national organization to improve and extend the uses of portland 
Coursed ashlar of three sizes of split block cement and concrete through scientific research and engineering field work 
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1240 Prime Prospects 


for Your Mortgages and Investments 


Mortgage bankers and real estate brokers who are look- 
ing for fresh sources of money will find these special lists 
productive. 

With the names, addresses and telephone numbers 
which these lists supply, you can pick up your ‘phone 
and talk personally with the men who invest millions of 
dollars each year in real estate mortgages, bonds and 
top-grade equities. These are the men who can become 
your biggest customers. 

Each of these four lists contains information that is not 
available elsewhere. 


These Lists Are Brand New 


l. AFL-CIO. A complete list of the 155 National and 
International Unions affiliated with the American Fed- 
eration of Labor and Congress of Industrial Organiza- 
tions. Arranged alphabetically by states. Assets not in- 
cluded. Gives home offices, ‘phone numbers, names of 
the men you should contact—Secretaries and Treasurers 

also Presidents. 
FOUNDATIONS. A complete list of 158 Foundations 
with assets from $5 million to $493 million. Arranged 
alphabetically. Year established. Names and addresses 
of executive officers whom you should contact. 


These Lists Completely Up-to-Date 


3. MUTUAL SAVINGS BANKS. New issue in October. 
An up-to-the-minute compilation of 527 Mutual Savings 
Banks in the U. S. which buy FHA and VA mortgages. 
LIFE INSURANCE COMPANIES. Complete compila- 
tion of 400 Legal Reserve Life Insurance Companies 
which lend money on real estate. 


Here are four rich sources of new money, potential big buyers of your mortgages, your 
bonds and high-grade real estate equities. You cannot successfully operate in today’s market 
without them. Each will yield a big profit from a single sale. 

Further information about these 1240 prime prospects, and their cost, will be sent to 
you without obligation on request. Write today to 


New York Legal Exchange, Inc. 


Established 1927 


550 Fifth Avenue—New York 36, N. Y. 
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are sound long-term investments 


National Homes builder-dealers offer homes of greater saleability . . . combined 
with quality construction that means lasting satisfaction. With dozens of basic 
plans and hundreds of attractive variations created by Charles M. Goodman, 
AIA, the nation’s foremost residential architect, home buyers can choose homes 
| with the difference in appearance that protects property values. 

These are only a few of the reasons why more than 600 banks, insurance com- 
panies, building and loan associations and other lending institutions—including 
the largest in the nation—invest in National home mortgages. National homes are 
so well planned and built that, through the years, their resale value stays well above 
average. National Homes Corporation, Lafayette, Indiana. Plants at Lafayette, 
Indiana; Horseheads, New York and Tyler, Texas. 








ONE OUT OF EVERY 48 HOMES BEING BUILT 
IN AMERICA TODAY 1S PRODUCED BY... 
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Well be Aeeing. you im Dallas... 


AT MBA’S 44th ANNUAL CONVENTION 





Myers Y. Cooper Il (left) and J. Dudley Johnson, vice-presidents of 
R. K. Cooper, Inc., prepare to take off in company plane. They will be 
joined later by president R. K. Cooper and treasurer Paul Gliedman. 


R. K. Cooper, Inc. 


CORAL GABLES, FLA. 


We invite your inquiries regarding the 
investment possibilities of South Florida’s 


tremendous growth. Each year we place millions 


of dollars in residential and commercial Specialists in the 
mortgages. Our experience, reputation and service 
qualify us to represent you in this great state. Florida Mortgage Market 


w B’'Lkt BE A T THE ADOLPHUS HoTEL’’ 
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ome homes are old 








protect your investments with 


before they are sold 









Bettman Archive 





new Frigidaire Sheer Look appliances 


Ask your architect or builder—ask anyone in the building trades 
what best sells a house. You'll probably get a variety of answers. 
But—ask a woman house-hunter what she wants in her new home. 
Invariably, she'll start with the kitchen of her dreams .. . an 
open-plan family center, spacious but step-saving, with colors that 
sing and convenience features that make housewerk easy to live 
with. But, most of all, milady will insist on a complete kitchen 
that is truly modern—all-new clear through. New home buyers 
can now have exactly that—a built-in labor-saving beauty of a 





; "1a 
? bs] Swe we... Bax > Soret 


REFRIGERATORS © ELECTRIC RANGES © BUILT-IN COOKING TOPS 
* WALL OVENS © FOLD-BACK SURFACE UNITS © DISHWASHERS © 
FOOD FREEZERS © ELECTRIC WATER HEATERS © ELECTRIC DRYERS 
ba AUTOMATIC WASHERS ° FULL-HOME AIR CONDITIONERS ° 
GAS & OIL FURNACES © ROOM CONDITIONERS © DISPOSERS 


IN ‘57 GO 


Jca==25 FRIGIDAIRE 


kitchen that puts the new in home—with trend-setting Frigidaire 
“Sheer Look” built-in and free-standing appliances . . . aids to 
better living which break completely with the past. 

See for yourself how Frigidaire kitchen and laundry products, 
heating and cooling equipment, too, protect your real estate 
investments. Add up-to-date saleability and future marketability 
to homes in every price level. Call your Frigidaire Builder Sales 
Representative at the néarest Frigidaire Sales Corporation or 
Frigidaire Distributor’s Office. 





DIVISION OF GENERAL MOTORS CORPORATION 


DAYTON 1, OHIO 
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NOW 


COMPLETE 


a practical 


3-volume guide 


to profitable 


operations 


in today's 


mortgage market 





... to help you 


reduce risks, 


systematize 


operations, and 


build business 


12 





SEE THE LIBRARY 


10 DAYS' FREE 


MAIL THE COUPON 


EASY TERMS 








With the authoritative guidance this Library offers, you can be confident that 
your mortgage lending decisions are wise—and you will make them faster and 
easier because the Library provides the correct answers to the many questions 
on financing real estate. It details completely the most effective practices in 
the field of mortgage lending, embracing mortgage operations throughout the 
country today, rural or urban, large property loans or small. All phases of 
lending operations up to closing the loan and administering the mortgage loan 
portfolio are covered in clear, practical terms. Inciuded, too, is the most com- 
plete, step-by-step analysis of mortgage servicing available, spotlighting efficient 
methods that make loan servicing yield the greatest profit. 


Jha Yow 
MorTGAGE BANKING 
LIBRARY 


3 volumes, 1034 pages, 107 illustrations, $19.25 


GPONSORED by the Mortgage Bankers As- 
sociation of America, edited and written 
by top men in the field, the books in this 


Library tell you pre- 
cisely how to deal with 
mortgage lending prob- 
lems that arise in each 
phase of building ac- 
tivity. Contributions are 
credited to many recog- 
nized leaders in the 
field — men like Dr. 
Marcus Nadler, an au- 
thority on interest 
rates; Dr. William G. 
Murray, dean of farm 
appraisers; Willis R. 
Bryant, Vice President, 


American Trust Company, San Francisco; and 
many other experts who have dealt for many 
years with the particular phases of the indus- 


try about which they 








MORTGAGE LENDING 


States the basic fundamentals of mortgage 
lending plus the complete information you 


need regarding procedure. 


MORTGAGE BANKING 

A most comprehensive analysis of all phases 
of the mortgage banking business, from ap- 
prams a large apartment to enlarging your 


ending operations. 


MORTGAGE SERVICING 

For any question — from the smallest to the 
largest — a reliable guide to all that is best, 
most efficient, and proven in mortgage servicing. 


write. You can put this 
Library to the test of 
actual use in your office 
and judge for yourself 
the valuable assistance 
it can offer. Under the 
convenient terms avail- 
able—$4.25 in 10 days 
and $5.00 a month— 
you can use the Library 
while you pay for it 
with no extra charge 
for installment pur- 
chases. 








Scores of profit-building pointers like these: 


© effective, accurate market forecasting sys- © 
tems that will work in your business 


regardless of size 


@ best 


methods for handling construction 


loans, forms used, payout methods, and 


inspection procedures 


@ handling of receipts and issuing tax cer- 


tifications 


®@ steps to promote speed and efficiency in 


receiving payments 


@ balancing of escrow accounts e 





r 
| McGraw-Hill Book Co. 
327 West 4ist St., New York 36, N. Y. 
Send me the Mortgage Banking Library for 10 days’ examination. 

In 10 days I will (check one) [) send the full purchase price of $19.25; or [) $4.25 in 10 days, 
and $5.00 a month for 3 months. Otherwise, I will return books postpaid. 


Dept MRB-10 


classification and handling of delinquent 
accounts and collection of late charges 


loan-application procedures 

inspection and appraisal of collateral 
methods and techniques used in develop- 
ing new business 

11 basic requirements for maintaining VA 
guaranty 

mortgages eligible for FHA insurance 

and much more 
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ONLY AS SECURE AS ITS COVERAGE 





COMPREHENSIVE PERSONAL LIABILITY INSURANCE 


This broad policy indemnifies and protects the homeowner 
against virtually all legal liability claims which might arise out 
of ownership or maintenance of his home. The policy also 
extends to cover the personal acts of the insured and immedi- 
ate members of his family such as their participation in various 
sports activities, as well as other non-business pursuits either 
on or away from the premises. This valuable coverage may be 
written under a separate policy or may be added by endorse- 


ment to a fire policy at small cost. 


VARNIGUARD |NSURANCE COMPANIES 
Home Office @ 2727 Turtle Creek Blvd. e Dallas 19, Texas 


Los Angeles, California New York, New York Chicago, Illinois 
DEPARTMENTS 675 South Park View 110 Fulton Street 309 West Jackson Blvd. 
Los Angeles 57, Calif. New York 38, N.Y. Chicago 6, Ill. 


REPUBLIC 
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HOUSING 


S HOUSING any longer a growth 
i industry? Builders have been turn- 
away from big-volume, low-cost hous- 
ing, and the them to 
continue the been 
mounting at a quickening pace. A 
man who symbolizes the great post- 
war building surge, William Levitt, 
did no winter building for the first 
time since the war, and he has just 
had ro add $500 to the price of every 
new house in Levittown, Pennsylvania. 
Builders in Ohio have postponed plans 
for big developments in the Cleve- 
Whether such events, re- 
peated across the nation, signify a 
loss of the traditional mass market— 
or the anticipation of a new, higher- 
market—they are sure 


pressures on 


movement have 


land area. 


income 


mass 
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signs of historic change in the nature 
of home building and home buying. 
And with this change, in the not dis- 
tant future, there will descend upon 
almost every American community a 
host of almost unprecedented eco- 
nomic, social, and political issues. 
Here are the basic facts of the pres- 
ent situation: 
>> The 1955 and 1956 wit- 
nessed a sudden and sharp divergence 
between the course of the economy 
in general and the course of the home- 
building industry in particular. Two 
years ago it looked as if there might 
be an “ever normal” housing boom. 
Over the last two years, however, 
when gross national product has been 
rising more than 9 per cent, employ- 


years 






THE STALLED REVOLUTION 


ment 6 per cent, and purchases of 
plant and equipment more than 28 
per cent, home-building starts have 
fallen 25 per cent. From an annual 
rate of more than 1,350,000 at the 
start of 1955, they dropped to barely 
one million in the first quarter of 
1957—and less since then. 

>> The ever rising cost of houses has 
helped keep up the industry’s dollar 
volume, but it has signified a pro- 
found shift in the market. The pro- 
duction decline has come overwhelm- 
ingly in the low-income sector of the 
market. The median price of a house 
has climbed relentlessly from $12,300 
in 1954, to $13,700 in 1955, to a 
probable $15,500 in 1957. And with 


the average cost of each housing unit 


No industry affects so many people so vitally as does 


building. Thus a healthy building industry is a big part, a 


very big part, of prosperity—and, by the same token, 


can make a big contribution to business recession. Housing is 


the keystone of building, and today it is not doing 


quite as well as it did last year or the year before. The 


explanation is usually: tight money. But is that all? Has 


housing become, as FORTUNE labels it, a stalled revolution? 


FORTUNE has taken the question and sought out the 


answers. The article is by Emmet Hughes and Todd May 


and is a remarkable document, listing in detail the progress 


and set-backs of housing during this generation. It suggests 


avenues for builder, lender and government to investigate 


if the housing business is going to fully meet the challenge before 


it. It is condensed with permission of the editors of FORTUNE. 





























continuing to increase, the industry 
promises to continue its process of con- 
centration upon higher-income pur- 
chasers. 

>> From the viewpoint of the econ- 
omy generally, all this assumes broader 
meaning because of the singularly 
significant nature of the home-build- 
ing industry. Bigger than all utilities 
combined, much bigger than railroad- 
ing, this industry has served to but- 
tress American prosperity since World 
War II in much the same manner 
that the then-new automotive industry 
served national prosperity after World 
War I. Its flourishing has inevitably 
set in motion a fast-ramifying pattern 
of economic growth: highways and 
schools, churches and stores, washing 
machines and lawn mowers, furniture 
and lumber and paints, on and on to 
the lock and key finally installed on 
the front door of every house. In a 
postwar decade of unprecedented 
growth, home building added more 
than $100 billion to our national pro- 
duction. Twelve million new dwell- 
ing units have provided more than 
12 million man-years of work directly 
on the job. 

From the viewpoint of American 
society, today’s slowdown in this pro- 
ductive revolution means that the buy- 
ing of the low-cost suburban house 
has become more difficult at a time 
when a home in the suburbs has be- 
come more widely coveted than ever 
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before. And this occurs at a time when 
no consolation can be found in the 
state (as distinct from the size) of 
the existing stock of housing: with 
old houses decaying faster than good 
new ones replace them, the stand- 
ard of American housing relative to 
American income is lower than it was 
in 1929. 
>> NOONE GUILTY: Neither the 
incompetent builder nor the usurious 
lender nor the greedy consumer nor 
the reactionary community planning 
board nor the featherbedding labor 
union—no single one can conveniently 
be cast as the villain of this tale. And 
a great measure of the difficulty arises, 
as we shall see, not from the fault 
of any group, but from the very na- 
ture of this quite unique industry. 
How does the industry view its own 
dilemmas? annual survey 
of home builders reveals that—while 
almost all builders’ forecasts for the 
industry are gloomy—the actual indi- 
vidual building plans of each do not 
add up to so bleak a picture. Analysis 
of these individual intentions for 1957 
foreshadows a drop of only some 6 
per cent from 1956, i.e., from 1,097,- 
000 to 1,030,000 starts. 
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No less important is a distinction 
revealed in the survey: the most 
pessimistic are the biggest builders, 
the mass producers of low-cost units. 
“There hasn’t been a crisis like this 
since 1932-33,” says William Levitt. 
“We are dying! And I can tell you 
why in two words—tight money.” 
Levitt indeed speaks for builders heav- 
ily dependent upon that sector of the 
market that is in trouble. Virtually 
the whole cutback in housing has 
come in that sector of the market de- 
pendent upon FHA and VA financ- 
ing (i.e., wherein the government, 
while reducing the lender’s risk to a 
minimum also sets the chargeable in- 
terest rate, currently 44 per cent on 
VA and 5% per cent on FHA). This 
kind of government-backed financing, 
of course, covers the middle-to-low in- 


come section of the market. The 
market for conventionally financed 
houses (i.e., mortgages earning the 


lender 5 to 6 per cent) has held steady 
accounting for some 650,000 hous- 

ing starts in 1956. 

>> BUILDER DILEMMA: There 

is considerable irony in this situation. 

The contrast between the conventional 
steady) and the government-sup- 


Investors 









ported (unsteady) mortgage markets 
is the exact reverse of what was ex- 
pected a decade ago: it was thought 
that the government-supported mort- 
gage would almost surely provide the 
stable element in an otherwise sharply 
fluctuating market. And an even 
greater irot.y confronts the builder: 
his industry, having for so many post- 
war years both reflected and rein- 
forced the general prosperity, now 
finds itself in effective competition 
with prosperity itself—that is, with an 
industrial productivity seemingly in- 
satiable in its appetite for capital. 
Builders point out, accurately 
enough, that in a time of tight money, 
their industry absorbs more than its 
share of punishment. It has needed 
some $10 billion of new mortgage 
money every year, over and above the 
$16 billion roll-over in existing mort- 
gage debt through amortization. It is 
the one industry that, in its reliance 
upon VA and FHA financing, finds 
the government setting a ceiling on 
what can be paid, i.e., the interest 
rate, for nearly half the money it 
needs. Competing corporate bidders 
for money, at the same time, enjoy 
certain advantages: (1) they can 
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write off half the cost of their money 
against taxes; (2) they borrow not 
simply to meet expenses but in anti- 
cipation of a high return on their 
borrowed money; and (3) the big, 
established corporation holds a much 
stronger bidding position than the 
home builder. The home builder is, 
in overwhelming numbers, a_ small 
businessman. And this also means 
that it will take him longer to recover 
from the effects of tight money even 
when an easing does occur: his is no 
assembly-line operation capable, like 
the automotive industry, of doubling 
production after a short-term lag. 
Whether or not all this is iniquitous, 
there can be no doubt that for the 
builder of FHA and VA houses it is 
expensive, for he must attract money 
by paying discounts to the lender; for 
example, on a four-point discount, 
the builder receives only $9,600 cash 
on a mortgage with a face value of 
$10,000. Today’s discounts can range 
(notably on the West Coast) as high 
as eight points, so that one big-scale 
western builder reports that he would 
have ended 1956 a wealthier man had 
he simply given every purchaser of 
one of his homes a $100 bill instead 
of trying to build a house for him. 
By another peculiarity of his industry, 
the builder has a great deal of diffi- 
culty in passing on the cost of the 
discount to the consumer: VA pro- 
hibits the sale of a house for more 
than its Certificate of Reasonable 
Value, and no FHA purchaser wants 
to increase his down payment by the 
amount of the discount. 
>> THEY WANT THE BEST: No 
cheap money, no cheap houses—so 
cry the mass of the builders. And the 
logical progression goes a critical step 
further: no cheap product, no big- 
volume market. To the bafflement of 
many people, the Aimerican consumer 
has for years been cutting down the 
proportion of income he spends on 
housing—and he has yet to show any 
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marked willingness to spend more 
freely. Recently, it is true, more dis- 
posable income has been going into 
the housing market, but most of this 
slight upward shift has been accounted 
for by a relatively small upper income 
group. To a degree, the increase may 
reflect some willingness on the part 
of people to upgrade their housing 
standards, but it also reflects the exi- 
gency imposed on the consumer in 
a market of rising rents and more 
costly houses. 

And so finally any assembly of 
builders inevitably ends its delibera- 
tions, these days, with two exhorta- 


tions on the social consequences of 
tight money. One: the housing needs 
of the low-income family are no 
longer being met. Two: nearly 900,- 
000 new homes are needed annually 
just to keep pace with net household 
formation—and this figure makes no 
allowance for demolition or a net im- 
provement in the nation’s housing in- 
ventory. 

The gravest causes of today’s prob- 
lems wholly antedate the recent short 
supply of money. Each year for the 
last five years the building industry 
has been steadily producing more units 
for upper-income groups and fewer 
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units for lower-income groups—and 
this striking shift in the housing 
market is clearly traceable back over 
the years 1950-55. In 1950, some 4 
per cent of families earning more than 
$7,500 bought new houses; in 1955, 
while rising income had increased the 
number of families in this income 
group, the percentage of this larger 
total that were home buyers climbed 
to 8 per cent (on the basis of the 
reasonably representative statistics on 
FHA purchases). In absolute figures, 
this upper-income group in 1950 
bought about 180,000 new homes out 
of a total of 1,100,000; in 1955, out 
of a total of 1,200,000 new homes, 
this group accounted for the purchase 
of 470,000 units. Stated another way: 
while prosperity increased the number 
of families in this upper-income group 
by about 22 per cent, the group’s 
number of home buyers soared more 
than 150 per cent. And finally, stated 
most bluntly: well before the short- 
age of mortgage money, the building 
industry began abandoning the low- 
income market. 

Why did this come about? Sum- 
marily stated: the building industry, 
confronted with rising costs that it 


could not or would not control, in 
effect decided that it could maintain 
volume only by adding more value per 
unit, thus attracting a wider market 
in the upper-income brackets. And 
the proof of this is the fact that while 
labor, land, and material costs have 
been rising some 13 per cent in the 
last three years (as against a 3 per 
cent rise in general prices), the real 
value per average unit has gone up 
an additional 13 per cent. And the 
consumer has had to pay for both of 
these increases. More-house-for-more- 
money has become the ruling practice 
of the industry. 

This practice has been fostered—.it 
should at once be noted—by a num- 
ber of factors beyond (or largely 
beyond) the power of builders to con- 
trol. 
2> LAND PROBLEM: First: the 
key cost factor has been the phe- 
nomenal increase in the cost of land. 
As N. H. Rogg, economist for the 
N.A.H.B., puts it: “Since 1950 the 
cost of land has increased more than 
all other cost factors combined. Back 
in 1950 the rule of thumb was that 
land constitutes about 10 per cent of 
the value of the house. Today, the 
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builder figures the land cost as close 
to 20 per cent of the value of the 
house.” It is virtually impossible to 
put low-cost housing on high-cost 
land. A case in point is the operation 
of a big Detroit builder who today 
prices at $16,000 the same house 
that he offered a few years ago for 
less than $14,000. He knows quite 
well that he must soon exhaust the 
number of junior executives able to 
afford such a house—and how can he 
sell it to Detroit’s skilled workers? He 
can only shrug with resignation and 
observe that the price of his lot has 
climbed from $1,400 to $3,800. He is 
quite aware of his problem, quite un- 
aware of any clear solution. 

Second: community policy across 
the nation has become increasingly 
aimed at driving the builder out of 
the low-cost housing market. Every- 
where, communities fear the burden 
of such housing that will bring in 
little tax revenue but will demand 
the costliest of municipal facilities. 
Thus Long Island’s crowded Nassau 
County boasts some sixty different 
plumbing codes, as each community 
rivals its neighbor in trying to make 
more difficult the invasion of more 
low-cost housing. Where the invasion 
is not completely repelled, it wins a 
beachhead only at heavy cost: re- 
quirements (drainage, roads, lot sizes) 
are raised so that the lot that de- 
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manded $900 for improvements a few 
years ago today demands at least 
$1,500. 

And third: even before the current 
mortgage-money shortage, credit re- 
strictions did play some role in the 
builders’ retreat from the low-cost 
field. Regulation X of the Korean 
war years called for higher down pay- 
ments and shorter terms. This ef- 
fectively encouraged the turn toward 
the higher-priced house: builders 
sought the kind of market that could 


put up the necessary cash, and this 
obviously tended to turn their atten- 
tion from the low-income groups. 
There is no doubt, however, that 
other factors—clearly within the con- 
trol of the industry—have brought 
much, if not most, of today’s trouble. 
As one of the industry’s sympathetic 
observers, House and Home, has said: 
“The big reason we are in trouble 
now is things were too easy in 1947-51. 
In those years of critical housing 
shortage and easy mortgage money, 
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everything sold. Costs hardly 
seemed to matter if you could just 
get FHA to cover them in its ap- 
praisals. . . . We learned to hid= in- 
creased costs under easier terms. What 
difference did it make if your price 
went up from $10,000 to $12,000 if 
extending the mortgage from fifteen 


made the 


years to twenty years 
monthly payment lower on the higher 
price?” 


>> EASY MONEY DAYS: The 
truth is that it made virtually no dif- 
ference at all to the builder so long 
as the easy mortgage money lasted— 
and so long, of course, as climbing 
costs had not too drastically narrowed 
his market. A successful midwestern 
builder has these even less kind words 
for his colleagues: ‘For the first time 
in a long time a really competitive 
market is developing—and a great 
many builders can think of nothing 
but yelling for the government to 
help. Competition has been develop- 
ing on two fronts. Within the build- 
ing market, the purchaser has been 
getting more selective and demanding. 
And with the shelter shortage really 
ended, houses have to compete with 


a host of other consumer goods for 
the dollar. A lot of builders find they 
have to get out of a very soft bed, 
and they just don’t like it.” 

There is a lot of unpleasant truth 
in the charge that home building has 
not conducted itself like a growth 
industry. In design and imagination, 
it has produced—in striking contrast 
to the automotive industry—exactly 
one major new idea in a generation 
(the split-level). In research and mer- 
chandising, as builders themselves 


often complain, the industry remains 
almost primitive. It has gazed in awe 
at the automotive industry’s thriving 
on the practice of trade-ins—but has 
managed to apply to itself little of 
what it has witnessed. It has done 
nothing effective to curtail the mad 
waste of the crazy quilt of building 
codes. It has done nothing to end 
labor practices that demand a day’s 
pay for an “engineer” to press a but- 
ton starting a cement mixer at the 
beginning of the workday, press the 
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button once again at day’s end. It has 
done nothing to encourage a rational 
land policy: many a builder, instead, 
has enjoyed playing the land-specula- 
tion game. And it has made only the 
most desultory gestures in the direc- 
tion of cutting material-handling costs. 
The day still seems distant when the 
majority of builders will use prehung 
doors, pre-fitted hardware, preassem- 
bled plumbing or trusses—in short, the 
techniques of modern industry. 


The prefabricators were counted 
upon, in a rather sanguine view, to 
change all this. To date, they account 
for less than 7 per cent of housing 
starts. They have, indeed, pointed 
the way to many mass-production 
methods in home building; but their 
experience has also pointed to a num- 
ber of the industry’s stubborn inher- 
ent problems. The lack of uniform 
specification codes troubles prefabbers 
more than any other builders, for they 
must live by standardization. Ship- 
ping and trucking the prefab house 
is neither easy nor cheap. Sixty per 
cent of the price of the house repre- 
sents work done on location, usually 
with local labor and contractors. 


As the prefab experience suggests, 
the home-building industry comes with 
some built-in problems quite uniquely 
its own—problems that begin with 
the nature of the product itself. 


The building industry itself is an 
aggregation of small operators. Such 
an industry has a hard time slashing 
costs by the normal techniques of in- 
dustrialization. A new roofing method, 
for example, may splendidly cut costs, 
but if it requires the building of a 
dozen units before the saving takes 
effect, the technical advance is of no 
use or interest to the great majority 
of small builders. Thus it is not sur- 
prising that the industry has done so 
little in the way of research. Building 
experts guess that some $250 million 
a year is spent in research on mate- 
rials used in home building—but this 
is done mainly by big manufacturers, 
such as Du Pont or Johns-Manville, 
which supply the industry. 

The home-building market has its 
complicating characteristics—notably 
the fact that it is really a mosaic of 
local markets varying in demand, pop- 
ular taste, credit facility, climatic con- 
ditions, labor supply, building codes, 
land availability. In terms of climate 
and taste, for example: there are 





basements in only 20 per cent of new 
houses in the South, in 90 per cent 
of new houses in the Northeast; brick 
facing is favored in the South, wood 
frame in the North, stucco in the 
West. In terms of credit: a prime 
source of mortgage money is the big 
savings bank: only seventeen states 
have savings banks, and it happens 
that most of these are eastern states. 
In terms of fluctuating demand: Cali- 
fornia, having accounted for no less 
than 18.5 per cent of the nation’s 
whole home-building activity in 1955, 





today finds many sectors of its market 
glutted. At the opposite extreme 
stands Chicago—having lagged for 
years, it is likely to be a most lively 
market in 1957. Some of the coun- 
try’s largest mobile builders are al- 
ready moving into Chicago to antici- 
pate the needs, in the next five years, 
of an addition of more than 500,000 
to the city’s working force (thanks to 
the St. Lawrence Seaway and the new 
Calumet Harbor). It is evident that 
all this makes “national” statistics 
somewhat unrealistic. A surplus of 
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housing in California cannot compen- 
sate for new needs in Chicago. 

The building boom on Long Island 
has followed a pattern completely its 
own. Money has been no problem at 
all; local builders have rarely had to 
leave the island to place their mort- 
Yet the island’s boom began 


gages. 
faltering as long ago as 1954. The 
reason was the near exhaustion of 


available land within a ninety-minute 
commuting distance of the work cen- 
ters. The market contracted as buyer 





mand of the consumer—perhaps as 
much as the cost of land or money 
or materials, or the disorganization 
of the industry—has helped to push 
the housing market to the higher-cost 
ground of the 1950’s. 

Growing families and growing in- 
comes have inspired this desire for 
more house. In sheer size, the aver- 
age floor area went from 983 square 
feet in 1950 to 1,230 in 1956. The 
most striking shift has been from the 
two-bedroom to the three-bedroom 


house. In 1950 the two-bedroom 
house predominated over the three- 
bedroom house by two to one; by 1956 
nearly four-fifths of all new houses in 
metropolitan areas had three bed- 
rooms. With the third bedroom has 
come the second bath. The propor- 
tion of 1950 new houses with only 
one bathroom was 92 per cent; in 
1956, 51 per cent of new houses had 
two bathrooms or more. A bathroom, 
it is worth noting, is one of the most 
expensive items in house cost. 


resistance rose in the outlying areas, 
as zoning boards hardened their op- 
position to low-cost housing, as build- 
ers bought and held land for future 
speculation. Today the special Long 
Island cycle seems to be entering a 
new phase. Worried by the fall in 
demand, builder speculators are be- 
ginning to develop land they have 
been hoarding, and one realtor specu- 
lates that houses recently priced from 
$14,000 to $18,000 may dip in price 
as much as $4,000. 

Throughout this 
markets, one factor has seemed con- 
everywhere the buyer wants 
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Other costly trends have been en- 
couraged by the consumer’s fancies, 
and in a time of swiftly rising living 
standards generally, these fancies are 


not modest. For example, as one 
Long Island architect notes rather 
testily: “Snob appeal matters a great 


deal, and we are expected to put a 
garage on a $13,000 house 
even if the owner has nothing but a 
lawn mower to put in half of it.” The 
invasion of TV has inspired the de- 
mand for a “family room” or a sec- 
ond living room. The glittering 
gadget, in bathroom or kitchen, is a 
universal lure. As one architect ob- 
serves: “The more the kitchen re- 
sembles the dashboard of a DC-7, the 
better.” 

The consumer’s wants cannot be 
overruled by professional architects 
pronouncing what is at once econom- 
ical and “progressive.” At last year’s 
Women’s Congress on Housing, spon- 
sored by the Housing and Home Fi- 
nance Agency, the top preferences of 
the 103 ladies included: (1) the sep- 
arate dining room to keep eating a 
decorous family affair; (2) the front 
foyer to screen the family from un- 
wanted visitors; (3) the old-fash- 
ioned parlor, i immune from the dis- 


two-car 


“family room” ; 
tradi- 


order prevailing in a 
and (4) the big, comfortable, 
tional kitchen 

With all these factors (the cost of 
land, the nature of the industry, and 
the taste of the consumer) conspiring 
to make the house steadily more ex- 
pensive, what is going to be the fu- 
ture character of the home-building 
market? 

Will the consumer match his desire 
for more house by spending more of 
his disposable income to get it? There 
still seems to be little indication that 
the house is today attracting more 
than its traditionally low share of the 


individual consumer’s spending. In 
fact, housing, as a per cent of total 
personal consumption expenditures, 
has, for a generation, been going 
from low to lower—from 13.8 per 
cent in 1929 to 11.3 per cent in 1955. 
(The slight upward shift noted earlier 
has been concentrated in the upper 
income groups.) A lot of inconclu- 
sive theorizing has been done by 
housing experts and builders them- 
selves on the reasons and the cures 
for this. It is true that builders gen- 
erally are (even consider themselves) 
inept merchandisers; yet there are few 
instances across the nation where the 
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builders’ ready-made houses (now con- 
stituting more than 80 per cent of the 
production) have been standing va- 
cant for want of merchandising. 

One obvious fact is that more and 
more consumer goods—their prices 
rising far less steeply than housing— 
have been competing for the consum- 
ers dollar. And it should also be 
noted that the term “housing” is not 
easily definable as an isolated item of 
expense. To the outlay generally rec- 
ognized as going for housing there 
really should be added the host of 
incidental costs not entered under this 
simple label—not only appliances and 
maintenance costs, but also some com- 
mutation expense, which goes ever 
higher as the house gets farther from 
the job. 

Now what about the controversial 
charee that the industry is pricing its 
product out of the mass market? This 
fear is refiected in the staff report to 
the Senate Subcommittee on Housing 
which set the 1955 national median 
income of $4,422 against the 1955 
median nonfarm house price of $13,- 
700, and concluded that “less than 
one-fourth of the homes produced” 
were within the means of the median- 
income family. 

The figures, however, are mislead- 
ing. The median nonfarm income, to 
begin with, is higher than the na- 
tional median, and—what is most im- 
portant—the entire 50 per cent of 
the population earning less than the 
median cannot be considered to be in 
the market anyhow. In this lower- 
group are those whose in- 
comes are than $3,000, which 
makes home ownership impossible 
without subsidy, those who already 
have found their houses, especially in 
the low-cost building boom immedi- 
ately after World War II, and those 
who just don’t want to own a new 
house. 

There is no doubt that the housing 
market of the future will move to- 
ward the bigger and better house. 
The number of families with more 
than $7,500 in disposable income has 
more than doubled since 1929—but 
the number of houses within the 
range of this group (worth $22,500 
or more) has actually decreased. At 
the same time, the number of fami- 
lies with $2,000 to $4,000 of dispos- 
able income has increased relatively 
slightly—while the number of houses 
in their range ($6,000 to $12,000) 


income 
less 


lias risen much more than propor- 
tionately. It is precisely for these 
reasons that the housing industry, 
which is being criticized for building 
too many high-cost houses, has been 
criticized in recent years for building 
too many low-cost houses. 

The critical issue is one of timing. 
The better, more expensive house 
does not necessarily mean loss of the 
mass market; it is true that today 
there is not the demand for the low- 
est-cost housing that there used to be. 
But the trend to build the higher- 
priced house can go too fast—as it has 
of late—getting ahead of the demands 
of the lower and medium-income 
brackets. And these demands cannot 
be satisfied by older houses, for dur- 
ing the postwar period their prices 
climbed too closely behind the prices 
of new houses. Both market and in- 


dustry in short, are in a period of 
transition. 

What next—in this time oj tran- 
sition? To begin with the most im- 
mediate problem of the industry, it 
does need more ample credit. Much 
of this need can probably be met by 
allowing the VA rate to be raised to 
5 per cent and easing FHA down- 
payment requirements. More ex- 
treme—and of doubtful necessity at 
the moment—would be for the Fed- 
eral National Mortgage Association 
to increase its mortgage buying, or 
for Congress to give VA access to GI 
insurance money for investment in 
mortgages. All such measures must be 
restrained lest there be too swift an 
increase in mortgage debt. 

The pertinent arguments for in- 
creasing the supply of money for 

(Continued Page 47, Column 2) 
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» Housing Demand Is Stronger 
Than the Statistics Show 


During this period when even many of the experts are puzzled as to just 
what is the extent of the unfilled housing market, an analytical expert 
has examined the basic factors upon which effective demand depends 

and comes up with the conclusion that it is a considerably larger 


market than even some of the most enthusiastic builders contend. 


Of course, the money problem is recognized, as well as the 
wage-cost push and the other factors that cloud the present 
outlook; but as for actual demand—people who are active 


prospects—it still exists in a very larger volume. 


HE cessation of crowth in the 

volume of home-building is not 
the result of lack of demand, measur- 
ing demand by what peopie are 
willing and able to buy. 

Trends in demand can be discov- 
ered in many ways. One of the sim- 
plest of course is the measurement of 
vacancies, and the noting of trends in 
prices and rents being paid for ex- 
isting properties. 

Such measurements indicate that 
there is a strong market for housing. 
They do not measure just how strong 
the demand is. 


If an arbitrary figure of 100,000 is 
used for the market for houses costing 
under $10,000—and this is probably 
too small—the market would absorb 
at least 1,200,000 houses now. That 
would permit the demolition, aband- 
onment, or conversion of only about 
350,000 houses—which is still a small 
number for our economy. 


It is my judgment that there is a 
sound market for at least 1,200,000 
houses a year today. 


Such a volume would not require 
increased amounts of credit—at least 
it would not require more than was 
used in 1955, but such a volume would 
require much better matching of the 
supply of new houses to the demand. 


The market for housing is obvi- 
ously competitive today with markets 
for other goods or services, such as 
automobiles, vacations, or rehabilita- 
tion of existing properties. Most, but 
not all, families are well enough 
housed now so they can choose be- 
tween improving their housing, get- 
ting a bigger automobile, taking a 
more expensive trip, or improving the 
house in which they are currently liv- 
ing. When a salesman for automo- 
biles, for travel, or for do-it-yourself 
remodeling materials can do better 
than the salesman for housing, or 
when the price of these competitive 
items is better than the price tag on 
a new house, some families who other- 
wise could be improving their housing 
standards may shift their expenditures 
elsewhere. 

A large operator-builder with whom 
I spent some time recently complained 
strongly about the weakening of the 
market for his houses. An associate 
made a relatively scientific analysis of 
what the market was in the area 


By Dr. Robinson Newcomb 
Robinson Newcomb Associates 


Statement before Sub-committee on Fiscal Policy, 
Joint Economic Committee. 


where he was building, of who was 
buying his houses, and of the families 
to whom he was trying to sell. It was 
discovered, for instance, that the fam- 
ilies to whom he was making the ap- 
peal did not have the income for the 
houses he was building, and that while 
he was directing his sales efforts to 
homeowners whom he thought were 
prospects for upgrading, most of the 
sales were made to renters. He had 
a market for the houses he was build- 
ing but that market was among a 
different type of families than those 
he was soliciting. There was a hous- 
ing market too for the families he was 
soliciting, but the houses he was sell- 
ing did not fit that market. 

Careful market analysis and careful 
pricing are necessary if 1,200,000 
houses are to be sold. Merely making 
funds available will not mean that 
this volume will be sold. But if the 
market analysis is properly made and 
the houses are efficiently designed, lo- 
cated, built, and priced, then the 
availability of credit adequate for 
1,200,000 houses would, I believe, re- 
sult in such a volume of construction. 


It should be feasible to provide an 
adequate amount of funds without 
feeding inflation. The total money 
supply in the market as a whole will 
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be greater in 1957 than it was in 
1955. And a smaller net flow of credit 
to housing would be needed to pro- 
vide 1,200,000 houses this year than 
was needed to provide the even larger 
volume of housing in 1955. This is 
the case in part because repayments 
to mortgagees on the existing mort- 
gage debt of over $100 billion are 
running appreciably higher than the 
repayments on the mortgage debt of 
something over $75 billion two years 
ago. 

This point may be worth elabora- 
tion. The sale of 1,200,000 homes at 
the average price of $16,000 would 
yield an aggregate transaction value 
of $19.2 billion. At the same time, the 
market would require the sale of 
about 2,200,000 existing houses. At 
average transaction value of $11,000, 
this would mean $24.2 billion. These 
two categories together would result 
in a total transaction value of roughly 
$43.5 billion. These transactions in 
1955 were probably in the neighbor- 
hood of $42 billion. 


Assuming a total mortgage-to-trans- 
action relationship for new housing of 
57 per cent (the same ratio reported 
for 1955 
houses of 55 per cent (as reported for 
1955), and allowing for the mortgage- 
writing on existing houses for pur- 
poses of improving the housing or for 
other reasons exclusive of sale, of $5 
billion, the mortgage-writing shown in 
Table I would be required in 1957 to 
support a 1,200,000 new 1-4 family 


, and of mortgages on old 


house sales. 

This 1,200,000 volume of new house 
sales would therefore require no more, 
and possibly less, net new credit than 
the $12.6 billion the economy pro- 
vided when going at a somewhat 
lower level in 1955. 

It would appear that there is 
enough credit extant to support such 
a volume if it could be tapped. The 
total flow of funds for investment pur- 
poses, including mortgages, has been 
increasing, while the flow of funds on 
mortgages to 1-4 family homes has 
been decreasing, as shown in Table II. 

This table is based on the Invest- 
ment Outlook reports of the Bankers 
Trust Company. The estimate of the 
flow of investment funds to non-finan- 
cial organizations for 1957 is revised 
upwards from the $8.5 billion as orig- 


inally published because the sale of 
new capital issues floated in the first 
four months of this year were nearly 
50 per cent greater than in the first 
four months of last year. This, and 
other facts, suggests that a small up- 
ward revision of the figure originally 
published may be in order. 

The flow of credit to 1-4 family 
housing is dropping, while the total 
flow is rising, in part because of the 
fact that investment funds are now 
going more heavily to institutions 
which do not emphasize writing mort- 
gages on 1-4 family residential prop- 
erties. This is shown in Table III. 

This table suggests that the flow of 
funds to institutions not emphasizing 
home mortgages rose slightly in 1956 
and may rise by $1.6 billion, or 14 
per cent in 1957. The flow of funds 
to mutual savings banks and savings 
and loan associations rose by about 
$1 billion in 1956, and are forecast 
to drop by $1 billion, or about 14 per 
cent, in 1957. While the flow of 
funds to these two institutions was 
65 per cent of the flow to the other 


institutions listed in 1956, it may be 
down to about 49 per cent in 1957. 

This may understate the seriousness 
of the decline because there was a 
greater possibility of shifting funds in 
1956 than there may be in 1957. Mu- 
tual savings banks, for instance, could 
sell governments more freely in 1956 
than they probably can in 1957, so 
the decline in resources available for 
home-mortgage financing may be 
greater than suggested in this table. 
If, as the Bankers Trust Company 
suggests, we have only $9 billion with 
which to finance net new home-mort- 
gage writing in 1957, it may be dif- 
ficult to finance much more than a 
million 1-4 family housing units this 
year. Should the available new mort- 
gage money come to only $8 billion, 
it may be difficult to finance much 
over 900,000. 

The data for the first three months 
of 1957 indicate the Bankers Trust 
Company has not overdrawn the sit- 
uation. The new flow of funds to sav- 
ings and loan associations through 
March, for instance, was lower than 








Total debt repaid in 1957...... 


Total increase in 1-4 family 


TABLE I 
(Billions of Dollars) 

1957 versus 1955 
Mortgage debt required for new $10.9 $10.2 
Mortgage debt required for old. 13.3 13.3 

Mortgage debt, 1-4 family houses, 
other purposes ........... 5.0 5.0 
Total new mtge. debt required $29.2 $28.5 


17.0 (17% rate) 16.1 (21% rate) 


mortgage debt ........... $12.2 $12.4 











($11.1 in 1956) 














TABLE II 


Flow of Investment Funds by Use 
(In billions of dollars) 


Anticipated 

1955 1956 1957 
Non-financial corporations .......... $ 6.1 $ 7.6 $ 9.0 
Other than 1-4 family mortgages... .. 3.5 3.8 5.0 
ee 3.4 3.2 3.7 
, SOR Tre $13.0 $14.6 $17.7 
1-4 family mortgages................ 12.4 11.1 9.0 

% 1-4 family mortgage of other flow. . 95.4% 76.0% 50.8% 
| RRR rere $25.4 $25.7 $26.7 
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Ir IS my judgment that there is a sound market for at least 1,200,000 


houses a year today. Such a volume would not require increased amounts 


of credit—at least it would not require more than was used in 1955, but such 


a volume would require much better matching of the supply of new houses to the demand. 
This 1,200,000 volume of new house sales would therefore require no more, and 


possibly less, net new credit than the $12.6 billion the economy provided when 


going at a somewhat lower level in 1955. It would appear that there is enough 


credit extant to support such a volume if it could be tapped. 





it was a year ago, and actually 12 per 
cent lower than it was in 1955. Money 
is not flowing as freely as formerly 
into mortgage markets. 


In order to finance a million units 
with the possible $9 billion of net 
new mortgage money we may get this 
year, we would have to assume no 
increase in the purchase of existing 
houses with credit, or no increased 
mortgage borrowing to improve exist- 
ing houses by families who find them- 
selves unable to buy new. 


It is possible also that we will not 
have $9 billion in new mortgage 
money because that figure assumes 
that about $17 billion will be paid off 
on existing mortgages. In view of the 
increase in interest rates and the dif- 
ficulty of financing, it may be that 
mortgagors will not repay existing 
mortgages as rapidly this year as they 
did last. Should repayments drop to 
approximately 16 per cent of the 
amount outstanding at the first of 
the year rather than 17 per cent, the 
net flow of funds to the 1-4 family 
mortgage field might come to only $8 
billion. This might underwrite a new 
housing volume of approximately 
900,000 rather than a million units. 


It is obvious that under current 
conditions the total flow of investment 
funds will be greater this year than 
last year, while the flow available for 
housing will be less. One of the main 


problems for the housing segment of 
the economy therefore is that of facil- 
itating the flow of funds back into 
the mortgage field from institutions 
which are now getting more of per- 
sonal savings than formerly. 

This problem is aggravated by what 
has been called an “Iron Curtain” 
around some of our long-term credit 
institutions. The flow of savings over 
a period of time to savings and loan 
associations, for instance, may exactly 
match the need for mortgage funds 
from these institutions. But at times 
it may be in excess, and at other times 
it may be short of needs. The oppor- 
tunities for savings and loan associa- 
tions to secure funds are limited rather 
rigidly and almost entirely to flow of 
funds from individuals in the form of 
deposits, or the equivalent. When this 
flow is larger than these organizations 
can handle through their normal 
mortgage operations, the interest rate 
on mortgages may drop. When the 
flow of funds is not adequate, inter- 
est rates on mortgages can rise quite 
markedly. Nevertheless, savings and 
loan associations cannot easily go into 
the open market to get more funds to 
supply the mortgage needs. 

In order to make it possible for 
money and credit to flow to the mort- 
gage mart when it is needed, this 
“Iron Curtain” must be removed and 
interest rates must be as free as the 
rates in the remainder of the market. 


Any control over interest rates 
should be a function of over-all policy 
rather than control in one limited area 
only. When the attempt was made at 
the end of World War II to control 
the price of some building materials 
going into houses, it was discovered 
there was a tendency for these build- 
ing materials to go elsewhere rather 
than into housing. If all prices had 
been controlled, it might have been 
possible to get an adequate ‘low of 
building materials to housing, but 
when it was less profitable to divert 
resources to housing than elsewhere, 
housing suffered. So, today, the effect 
of price control on certain types of 
mortgages has been to reduce the op- 
portunity for individuals to choose be- 
tween buying houses at higher interest 
rates and buying automobiles at higher 
interest rates, for instance. 

Funds are flowing to institutions 
handling consumer credit, and the in- 
dividual can buy automobiles if he 
chooses to pay the higher rate these 
institutions can command. He does 
not have that option with housing. 
So controlling interest in one segment 
of the economy only tends to mean 
not that individuals get more housing 
cheaper, but that they get fewer op- 
portunities to buy houses. 

Many of our current financial in- 
stitutions were created or altered after 
1929. The frame-work in which some 
of them were created emphasized the 
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need for high liquidity as protection 
against loss. That was a frame of 
reference designed for a depression 
economy. The frame of reference in 
which we can have healthy growth 
with stability is quite different. 
Healthy growth requires both the flow 
of credit and of savings to and from 
the areas of shortage and surplus, and 
the most effective use of the savings 
flowing to each institution. The best 
use of savings does not mean that 
each institution should attempt to pro- 
tect itself against depressions. Should 
a depression occur, a high liquidity 
would not be of much value. Over- 
all steps would have to be taken to 
stop the depression. The existence of 
high liquidity ratios would not save 
the day. 

If we provide for a healthy growth, 
the chances that a depression will 
come will be reduced. If all insti- 
tutions have a high liquidity ratio, 
development of this ratio could slow 
down healthy growth and tend to cre- 
ate the condition against which high 
liquidity was designed to protect. It 
could then be argued that the need 
for high liquidity had been proven. 

Governmental have not 
been particularly helpful in facilitat- 
ing the flow of funds between institu- 
tions. Neither has it been easy for 
them to forget that liquidity needs of 
depression days need not control the 
growth needs of a more prosperous 
era. Past actions of the Home Loan 
Bank, for instance, have discouraged 
borrowing and at the present time the 
Bank is attempting to make savings 
and loan associations more liquid. 
Commercial banks, which make rela- 
tively fewer mortgages, have been get- 
ting less liquid, while savings and loan 
associations were becoming more 


agencies 


liquid. 

The important home-finance prob- 
lem today is not liquidity, but find- 
ing means for accelerating the flow of 
savings from growing institutions such 
as mutual investment funds, pension 
funds, retirement funds for state and 
local governments, into the housing 
market, and for making the most of 
these funds once they reach mortgage 
institutions. 

The housing market must not be 
left to depend primarily upon the di- 
rect flow of savings to agencies which 
emphasize mortgages. 


This may be expressed in another 





Time deposits, commercial bankst 


Sub-total 


Sub-total 





TABLE III 


*Flow of Funds by Institutions 
(In billions of dollars) 


Corporation pension I cata ates 
State and local retirement funds. . . 


Mutual savings banks............ 
Savings and loan associations... .. . 


Ratio mutual savings banks and savings 
3 re 


1955 1956 1957 
Pr $ 5.7 $ 6.0 
‘eee! ae 2.2 2.3 
so 1.4 1.5 
joc ae 2.1 3.2 
ee $11.4 $13.0 
iowa Le $ 1.9 $ 1.5 
ise 5.5 4.9 
cece de $ 7.4 $ 6.4 
...- 644.6% 64.9% 49.2% 
... $18.6 $18.8 $19.4 


i a os wraicie Ge» ori 


*Based on Bankers Trust Company studies. +If the new interest rate permitted 
on FHA loans proves attractive enough, the projected increase in these time 
deposits for 1957 may support an increased volume of FHA insured lending. 








fashion. To use savings and loan as- 
sociations as an example: in 1940 the 
equivalent of about 5 per cent of the 
personal savings went to savings and 
loan associations. This grew rapidly 
to about 30 per cent in 1955. It 
dropped to about 24 per cent in 1956, 
and may be down to 20 per cent in 
1957. With a growing preoccupation 
with inflation, and with the increased 
promotion of the stock market and of 
mutual investment funds, it is natural 
that families should be more conscious 
of opportunities to invest in stocks 
and bonds. They should have this 
opportunity. But if they do shift their 
investing habits, there should be 
counter changes to make it possible 
for institutions benefiting from this 
new investment pattern to participate 
in the financing of the volume of 
housing the economy needs. Should 
savings become institutionalized, that 
is, should they go only to institutions 
who loan them to corporations and in- 
stitutions only and not back to peo- 
ple as in the form of mortgages, hous- 
ing will be in bad shape. 

I suspect that the problem of keep- 
ing institutions abreast of changing 
economic needs is one of the greatest 
challenges the government and the 
economy faces. Unless we have insti- 
tutions fit for 1957, we shall have a 
volume of housing fit for 1937. 
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>> A NEW LOOK AT 1957: Major 
revisions in 1956 construction expen- 
ditures, plus some unexpected and 
sharp shifts in a few building cate- 
gories, have brought about some 
changes in the pattern of estimated 
1957 spending, but no change in the 
over-all outlook, says Architectural 
Forum. 


This year will show a moderate 
rise in total spending for construc- 
tion, which is about what had been 
predicted earlier. But a $1.8 billion 
upward revision in spending estimates 
for 1956 by the Departments of Com- 
merce and Labor have shifted the 
base on which earlier forecasts were 
predicated. 


The new estimate of $46 billion 
for last year’s expenditures results 
mainly from a $2.3 billion rise in 
estimated spending for residential al- 
terations and additions, a $435 mil- 
lion increase in commercial building, 
and $615 million decrease in govern- 
ment spending. 

This year the main steam behind 
the estimated 3 per cent rise in spend- 
ing will come from an 11 per cent 
gain in public spending, while pri- 
vate construction activity will fall 
just a shade under last year’s total 
of $33.2 billion. 

Public housing is expected to be up 
54 per cent over last year, and other 
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1929 VS 1957 





Real Estate Will Not Again 
Lead a Depression Parade 


By NORMAN TISHMAN 


President, Tishman Realty & Construction Co., Inc., New York 


HE real estate business is not 

“cyclical” or speculative because 
the whole nature of the business has 
changed materially—and all for the 
better. 

In the 1929 era, the acquisition of 
land was undertaken well in advance 
of a project and required a maximum 
of capital. Either the land was pur- 
chased for all cash or it was bought 
subject to a mortgage that carried 
with it financing costs and required 
substantial cash equity. 

Today, title to land is usually taken 
only when building operations are 
about to commence, with a minimum 
amount of cash tied up during the 
period while plans are being drawn 
and materials and subcontracts pur- 
chased. 

It has become an accepted practice 
for builders to lease land for long 
periods of time up to a hundred 
years. Under such procedure, no 
capital is invested in the land at all. 
There is merely the obligation to erect 
a specific improvement on the land 
and to pay rent in a specified amount 
when the improvement is completed. 
Further, the rental paid on non-de- 
preciable land is fully deductible in 
computing taxable income. 


In the 1929 era, financing was 


limited to mortgages based on ap- 
praised value of the land and build- 
ings to be erected. For the most 
part, such mortgages were limited to 
two-thirds of the appraised value and 
seldom exceeded 75 per cent of actual 
cost of major properties. This re- 
quired not only a substantial amount 
of the builder’s equity in the com- 
pleted property but meant maintain- 
ing a substantial amount of equity 
for a number of years before being 
able to withdraw it from operating 
profits after taxes. 


If second mortgages were used to 
augment the financing, the interest 
terms were excessive and the pay-out 
on the second mortgage was short 
with the result that, although the 
builder had less equity in the prop- 
erty, it was a longer period of time 
before that equity could be with- 
drawn. 

Finally, many companies resorted 
to regular bank loans to augment 
their financing. Such loans reduced 
capital invested, but jeopardized the 
equity, since they were subject to 
almost immediate call. 

Today, the situation has changed 
dramatically. Mortgagees have added 
a new dimension in their appraisal 
of property. In addition to their ap- 


praisal of the value of the land and 
the physical value of the building, 
they justifiably appraise that which 
is not real estate at all—the signa- 
tures of the tenants on the leases. 


In 1929, corporations and _ indi- 
viduals signed leases of three to five 
years, and anything beyond that was 
a rarity. Of equal importance was 
the fact that 10,000 to 20,000 square 
feet of space was considered a large 
occupancy. 

Today, it is standard for large 
corporations to sign leases for 15, 20 
and 25 years, and a great number 
of corporations require from 50,000 
square feet of space to 250,000 square 
feet. They have found it efficient to 
have all of their offices together in 
one location and super-efficient to 
have their operation concentrated on 
one or two large floors, if possible. 
They have also found an advertising 
benefit from having a building named 
after them. 

This combination of the financial 
worth of the corporation and its sig- 
nature on a long lease for a large 
amount of space makes these leases 
a valuable and appraisable item for 
the mortgagee. And properly so. After 
all, the signature of a General Motors 
to pay an amount of money every 


No one is seriously worrying about the possibility of another 1929 but it 


is of considerably more than academic interest to put real estate on the clinic table 
to learn if, in some future economic decline, it might play the same role it did during 
our last such experience. When we do, we find that, as Mr. Tishman points out, there are 
elements of stability today unheard of in 1929. More impressive is the realiza- 


tion that so many changes for the better have occurred in less than a generation. 
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month for 20 years is good enough 
to get it credit in the amount of 
such payments at a bank. That same 
signature on a lease is just as good 
and justifies just as much credit. 

Today’s leases, coupled with effi- 
ciency in building, result quite often 
in larger mortgages which leave the 
builder with far less equity in the 
property than was true in 1929. Fur- 
ther, by virtue of the mortgages hav- 
ing constant amortization and interest 
requirements, the equity holder an- 
nually increases his equity at a faster 
rate than heretofore. 

In the 1929 era, the sale-leaseback 
transaction (I believe originated by 
1947 at 445 Park Avenue) had 
not yet been heard of. 


us In 


Today, the sale-leaseback transac- 
tion is a most important development 
in our 


business. This is simply a 


whereby the creator of a 
“project” transfers or sells title to it 
and simultaneously leases it back for 
approximating the 
life of the building and even longer. 
The sale is made for an amount of 
money which reduces the equity to 
a minimum and sometimes, on a truly 
successful “project,” eliminates equity 
entirely. 


method 


successive terms 


To illustrate, we can set up an 
imaginary “project.” We will assume 
that we have acquired a piece of 
land in the Borough of Manhattan 
on which we 
building of a million square feet at 
a total cost for land and building 
of $30,000,000. 

If the building were fully rented 
to satisfactory tenants at an average 
of $5.50 a square foot, a million 
square feet would yield an annual 
gross income of $5,500,000. Operat- 
ing costs at $1.25 a square foot 
and city taxes on full assessment at 
current rates would create expenses 
of $2,500,000. This would leave 
$3,000,000 available for rental to 
the institution purchasing the prop- 
erty and for operating income to the 
builder. 

Assuming that the property was 
sold for the full $30,000,000. the insti- 
tution would probably require a rental 
of 7 per cent of $2,100,000 a year. If 
this this rental would be 
entirely deductible in computing tax- 
able income and leave the builder, 
who is now the lessee, with $900,000 


per annum of 


were so, 


income without any 


invested capital. 


are erecting an office, 


Thus, there is created a handsome 
income, and the leasehold, providing 
such income itself represents an 
equity of substantial value. The in- 
stitutional purchaser feels that it is 
fully protected by the property and 
the leases, while the builder is af- 
forded the opportunity to use his 
capital for the construction of an- 
other income-producing “project.” 

The purchaser calculates the rent 
in this example at a 7 per cent basis. 
If in the mind of the purchaser this 
represents 4 per cent interest and 3 
per cent amortization, the purchaser 
is fully paid out at the end of 22 
The years of pay-out, based 
on the interest factor used, are usually 
the years of the original term of the 
lease. 


years. 


At the expiration of the original 
term, the renewal rent payable is re- 
duced usually to 2% or 3 per cent. 
This percentage for the remaining 
life of the building represents a clear 
and secure profit to the purchaser. To 
the builder in our example, it means 
a reduction of 4 per cent per annum 
in his rent charge, equal to $1,200,000 
a year. This cushion developed 
through the dropped rent will either 
increase the builder’s actual profits 
to $2,100,000 and thereby substan- 
tially increase his equity or, in the 
event that the times or the neighbor- 
hood have changed, will cushion and 
protect his $900,000 a year profit 
against reduced rents. 

The institutions seek first: class 
buildings, properly built with modern 
and far-seeing technical advances and 
rented to sound tenants. They are 
running practically no risk. The 
builder, by knowing his business, has 
thereby developed substantial poten- 
tial equities through his skill and has 
his capital free to go on to the next 
“project.” 

None of this was possible in 1929. 

In the 1929 era, the multiplicity 
of tenants occupying small space un- 
der short-term lease of three to five 
years resulted in high operating costs; 
also, the escalator clause had not vet 
been originated. 

Today, not only are expens 
by virtue of full floor tenants a; 
the multiplicity of tenants in sn. 
spaces that existed in 1929, but to- 
day’s leases generally provide escalator 
clauses which require the tenant to 


increase rents where city taxes or 
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labor costs are increased. Today, op- 
erating costs may increase, but if 
they do, the tenant’s rent increases 
and the building is not caught in a 
squeeze between fixed income and in- 
creased expenses. 

This was unheard of in 1929. 


In the 1929 era, because the build- 
er’s equity requirements were substan- 
tial, he frequently, if not always, re- 
sorted to short-term bank loans. The 
result was that when the depression 
came he lost not only his equity but, 
with all of his assets at risk, stood the 
chance of being and, in fact, fre- 
quently was wiped out. 

Today, in the case of the sale-lease- 
back just as in the case of the mort- 
gage, the lease or mortgage is granted 
to a separate corporation and none 
of the other assets of the builder are 
jeopardized. Since the equity required 
of the builder is small as compared 
to 1928, there is little if any resort 
to short-term bank loans. 

While a severe depression could 
cause a default and loss of a particu- 
lar “project” not insulated by sound 
long-term leases (which would assure 
sufficient income to keep rent, or in- 
terest and amortization payments cur- 
rent), a builder would not lose his 
other properties so insulated, would 
not lose his free assets and could not 
be wiped out. 

Separate corporations are not a 
matter of being shrewd but today’s 
normal business practice in that the 
mortgagee or institution grants its 
mortgage loan or leaseback solely on 
the credit of the “project” and its 
tenants rather than on the credit of 
the creator of the “project.” 


Practically all of the items of in- 
stability which plagued the “project” 
creator in the 20’s are non-existent 
today. There is now a stability to real 
estate and an ability to be protected 
against depression that did not then 
exist. 

The “project” creator, secured by 
rents paid by responsible tenants un- 
der long-term leases which have es- 
calator clauses seems to be better pro- 
tected and more certain of his future 
than most other businesses which are 
subject at all times to future changes 
in the national economy with few if 
any of these safeguards and protec- 
tions. 


From Mr. Tishman’s address before the New York 
Society of Security Analysts. 
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WORK DONE BY MORE OF OUR WORKING COMMITTEES 


HEN A new Association year begins, the 

job to be done by most of our committees 
is well defined and the general pattern estab- 
lished—and what is called for is action. Since 
the membership of our Committees this year was 
determined before the start of the year, most 
committees began work immediately. One or two 
of them, however, were faced with responsibilities 
which—for many—would have seemed almost 
hopeless. A case in point is one of the newer 
MBA committees, that of 


Redevelopment, Conservation and Rehabilita- 
tion headed by William D. Galbreath of Mem- 
phis. This committee is charged with representing 
our industry in the field of 
urban renewal—and the plain 
fact is that the results accru- 
ing so far from Sections 220 
and 221 have been discourag- 
ing indeed. Progress has been 
slow, and HHFA and FHA 
officials are deeply concerned. 
Yet, despite what must have 





John F. Austin, Jr. Seemed an almost impossible 

assignment, our committee 
headed by Bill Galbreath has convened on many 
occasions, explored the progress of urban renewal 
and, in countless ways, has lent our active sup- 
port to this effort. 

At the present time, this committee is querying 
members as to the status of the 220 and 221 pro- 
grams in their communities, seeking to find why 
progress has lagged. They are inquiring as to 
what investor interest other than FNMA exists 
for these loans and what might be done to en- 
hance this interest. Finally, they are seeking to 
learn what can be done to make these programs 
more workable. 

This committee is performing a vital and im- 
portant task and certainly deserves the Associa- 
tion’s commendation. As a group, we have a 
public responsibility which every mortgage banker 
must fully recognize. It is in fields such as urban 
renewal where this public responsibility is most 
clearly defined. Our committee is doing a fine 
job for all of us. 


The Farm Loan Committee, headed by Roy C. 
Johnson of Newkirk, Oklahoma, is one of MBA’s 
oldest committees—but age indicates no lack of 
vigor, enterprise or initiative. This committee was, 
not too many years ago, somewhat dormant; but 
in recent years it has been literally “born again” 
and has become an active and aggressive group. 
This year the Farm Loan Clinic at the Chicago 
Conference emphasized the continuing interest 
which so many of our member institutions have 
in farm mortgages and how eager they are to get 
together to explore their problems. This year’s 
committee deserves our thanks for rendering a con- 
structive and beneficial service in this basic area 
of the mortgage business. 

While some of our committees, because of the 
nature of their assignments, do their work rather 
quietly, the work of other groups is right out in 
front for all to see. Such a group is our 


Clinic Committee, headed by Walter C. Nelson 
of Minneapolis. Few if any national trade groups 
have as many regional meetings as MBA and the 
fact that we have so many is an important reason 
for our growth. Our calendar at the beginning 
of the year listed no less than 15 major events of 
which one of the basic divisions was our regional 
Clinic program. Conferences were held in New 
York and Chicago and Clinics in New Orleans, 
Phoenix and Miami Beach reflecting a good geo- 
graphical distribution to serve as many members 
as possible. Attendance was at an all-time high, 
the meetings were well timed and—what is most 
important—the results were good, good primarily 
because members freely expressed their satisfaction 
from the benefits received. The strength of our 
Association will always rest, to an important 
degree, in these opportunities provided for mem- 
bers to get together to discuss mutual problems. 
Having seen them all in operation this year, I 
believe our Clinics and Conferences were highly 
successful and represented an important advantage 
of Association membership. 


PRESIDENT 
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IKE a priceless heirloom thought- 
lessly stowed away in the attic 
by an unappreciative generation, the 
FHA lending program is today being 
re-discovered by many in the mort- 
gage banking industry. 
dusting off, some 
repairs, and per- 
haps some mod- 
ernization, but 
FHA is still the 
fine instrument 
that gave mortgage 
banking its stature 
in the nation’s 
financial structure. 
Ever since 1950, 
up until recent 
months, FHA has 
been largely neglected in favor of the 
VA program. Only within the past 
year, when VA began to die slowly, 
strangled by its low fixed interest rate 
and the high discounts demanded of 
sellers, did mortgage bankers begin to 
look seriously again at FHA. At that, 
many have been futilely hoping con- 
ventional loans would be the successor 
to VA loans. 


It needs some 





Robert H. Wilson 


A review of percentage figures of 
the various types of mortgage loans 
over a twenty-two year period indi- 


cates the and decline of FHA 


rise 
financing: 
Total Mortgage 
Debt Outstanding 
Year in billions) 
1935 $15.4 
1940 17.4 
1945 18.6 
1950 45.2 
1955 88.5 
*1956 99.2 


*Preliminary Figures 


Let’s Start | 


but more restricted VA loans. Many 
mortgage firms let potential FHA 
business go to the savings and loans 
because it was so much more profit- 
able to handle large volume VA 
financing. Mortgage bankers got the 
idea that FHAs could not compete 
with the savings and loans and, in 
fact, until the FHA began making 
some changes this year, there was lit- 
tle, if any, advantage in going FHA. 
Now, however, that the official end 
of the VA program is in sight, we 
have to make the basic decision 
whether we can best compete with 
the savings and loans by relying on 
conventional financing, in which they 
have gained supremacy, or by de- 
veloping our FHA techniques. 
Because of the investors’ demands 
for higher yields, the immediate tend- 
ency is to try to develop as much 
conventional business as possible. But 
to get an investor 5% per cent and 
5% per cent with a maximum loan 
of 6624 per cent of appraised value 
is almost an impossibility, when you 
are competing with savings and loans, 
who are making loans of 80 per cent 
of sales price (which may be 85 per 
cent to 90 per cent of the insur- 
ance company’s conservative appraised 
value), and whose’ underwriting, 
credit and legal requirements are not 


Percentage Distribution of Mortgage 
Debt on 1-4 Family Non-Farm Homes 


Conventional FHA VA 
99.4% 6% 
86.8 13.2 
76.9 22. 1.1% 
58.2 19. 22.8 
56. 16.2 27.8 
55.9 15.6 28.5 


Source: Housing and Home Finance Agency 


The post-war years have seen the 
mortgage market split between the 
savings and loan associations with 
their quick and convenient, but rela- 
tively high-cost conventional mort- 
gages, and the mortgage bankers offer- 
ing for the most part the low-cost, 


nearly as severe as those required by 
most insurance company investors. 
The great volume of home buyers 
want and demand low down pay- 
ments and big mortgages, not only 
because the public is longer on income 
than on ready cash, but also because 
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the house with a sizeable existing 
mortgage is more liquid and salable 
in this day of mobile populations. The 
conventional mortgage structure can- 
not supply this type of financing in 
the quantity that is demanded. 

Under present conditions, we are 
kidding ourselves and our investors 
if we think the mortgagor on a 6624 
per cent conventional mortgage has 
a one-third investment in his prop- 
erty. Rather than pay a high discount 
on a VA loan, many a builder or 
seller has been arranging conventional 
financing and taking back a second 
mortgage for the down payment, al- 
though this fact is not disclosed at 
the time the first mortgage is signed. 
Several weeks after the signing, the 
second mortgage is often recorded. 

At best, second mortgages and con- 
tract selling are roundabout methods, 
and they make the first mortgage 
somewhat less desirable as an invest- 
ment security. 

By revising its MPR’s and lowering 
its down payments, FHA is putting 
itself into condition so that the FHA 
loan will become once again the most 
attractive method of home financing 
to borrower and lender alike. More 
remains to be done, but the real bur- 
den now rests upon the mortgage 
bankers to up-date their methods and 
to assist and cooperate with FHA 
officials, so that the full potential of 
FHA may be realized. 


What should we as mortgage bank- 
ers be doing? 

First, we and the investors we rep- 
resent might well take a leaf from the 
savings and loan book in streamlining 
our lending operations. We need an 
arrangement whereby we have au- 
thority to commit investors’ funds, 
within quota limitations, on the basis 
of agreed upon standards and our 
own judgment. Mortgage bankers are 
operating under an archaic system of 
needless delays that hamper us in 
competing with autonomous local 
lenders. When we have so many bot- 
tlenecks in our own system of sub- 


mittals and commitments, we have 
little right to complain of delays in 
the FHA office! 

Second, starting now, we should ad- 
vise our builders and real estate 
brokers to use fewer VAs and more 
FHAs. I[n this way, we can help the 
local FHA offices get higher quotas 
from Washington for the periods 
ahead. Decisions on how much insur- 
ing FHA may undertake in a given 
region are based upon how much 
demonstrated demand exists. If we 
arrive at the conclusion that FHA is 
going to be our future bread and 
butter, then we ought to start giving 
it our fullest support right now. 

Third, we should be educating 
builders and brokers with whom we 
do business in the proper use of FHA. 
We can’t sell them on FHA unless 
they are first informed on it. Some 
builders and brokers have been scared 
off by FHA because they have heard 
about or experienced red tape, com- 
plications, and delays in the past. 

In our company, we have countered 
these impressions and prejudices 
through a series of evening meetings 
on FHA financing in our metropolitan 
branch office at Des Plaines, Ill. We 
have had as many as 125 builders 
or brokers in attendance at one of 
these sessions. 

At these meetings, we have invited 
FHA officials from the Chicago of- 
fice to participate in a panel with 
our own specialists. Visual aids in the 
form of polaroid camera slides we 
make ourselves are used to illustrate 
the various FHA forms, as well as 
examples of properties financed re- 
cently. A question and answer period 
follows talks by the panel members. 

Getting the two sides together face 
to face in itself helps dispel any lack 
of confidence. The builders and brok- 
ers come to know the FHA men as 
intelligent human beings with a 
wealth of useful know-how, who are 
in close touch with and vitally inter- 
ested in solving home financing prob- 
lems. They learn how our organization 


t Selling FHA 


By ROBERT H. WILSON 


President, Percy Wilson Mortgage and Finance Corporation, Chicago 


“It needs some dusting off, some repairs, and perhaps some 
modernization but FHA is still the fine instrument that 

gave mortgage banking its stature in the nation’s financial 
structure,” says Mr. Wilson. We ought to be selling FH 4,- 

he says. How? “First, we and the investors we represent might 
well take a leaf from the savings and loan book in stream- 
lining our lending operations. We need an arrangement 
whereby we have authority to commit investor’s funds, within 
quota limitations, on the basis of agreed upon standards 

and our own judgment. Mortgage bankers are operating 
under an archaic system of needless delays that hamper us in 
competing with autonomous local lenders. 


“SECOND, we should advise our builders 
and real estate brokers to use fewer 
VAs and more FHAs. In this way, we can 
help the local FHA offices get higher 
quotas from Washington for the periods 
ahead. Decisions on how much insur- 
ancing FHA may undertake in a given 
region are based upon how much demon- 
strated demand exists. 

“THIRD, we should be educating builders and brokers with 
whom we do business in the proper use of FHA. We 
can’t sell them on FHA unless they are first informed on it. 
Some builders and brokers have been scared off by FHA 
because they have heard about or experienced red tape, 
complications, and delays in the past.” 
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is trained in facilitating FHA loans, 
and the part they themselves can play 
in avoiding delay or disappointment 
through advance planning and con- 
sultation. 

This spring, immediately following 
announcement of the new MPR’s, we 
had a session builders heard 
the first discussion of the subject in 
the Chicago area. We also had a 
session on using FHA conditional 
commitments to promote trade-ins. 


where 


has the right spirit, that steps are 
being taken to modernize the pro- 
gram and make it more applicable to 
today’s conditions. 

Here are a few steps FHA should 
take, to my mind, in order to fill the 
vacuum which the demise of VA 
loans will create: 
>> Give faster service by streamlin- 
ing processing. To get a commitment 
from FHA generally takes two weeks, 


sometimes three. The savings and 





The author's firm is making an aggressive effort to sell FHA. This is one of the ses- 
sions the firm has been holding for just that purpose. A group of real estate men are 
listening to various aspects of the FHA program being explained. Visual aids, in the 


form of slides, are used to illustrate the various FHA forms. 
Shown, left to right, Albert Gundelach, Wilson field representa- 


conducting a session. 


Below, the panel group 


tive; James Flanigan, chief of operations of FHA Chicago office; Mr. Wilson; Theodore 
M. Wilson, vice president; Garrett Foy, field representative; and Roland Erickson, Des 
Plaines office manager. 


i ees 

5 
sd TES 
This fall, broaden this 
type of activity to include “road 
shows” before meetings of suburban 
real estate boards and local builder 


we may 


groups. 
As a result of these meetings, our 
builders and brokers know that FHA 





loans can give a commitment in two 
to three days, or in some cases, the 
same day. 

FHA could take some ideas from 


the savings and loans. Fundamen- 
tally, the FHA should let more re- 
sponsibility fall upon the mortgage 
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correspondents, especially those with 
almost twenty-five years of experience 
in FHA financing. The correspond- 
ents could do more of the under- 
writing than they are now permitted 
to do. They have on their staffs 
trained personnel who could relieve 
the FHA office of much detail and 
expedite service to customers. 

Processing today is a far cry from 
what it was in 1934 when FHA be- 
gan. Then, the volume was small, 
and no one had acquired any expe- 
rience. Everything had to be spelled 
out, and a large amount of FHA staff 
work was a necessity. 

Today, with great numbers of mort- 
gage firm personnel fully qualified to 
exercise sound judgment, FHA offices 
are trying to handle a much heavier 
volume of business with the same re- 
strictive procedures, by and large, de- 
signed for conditions of 1934. They 
have failed to keep pace with change 
and growth. 

Approved mortgagees, operating 
under charters that could be revoked 
at any time should spot checks reveal 
irregularities, could be trusted to 
make appraisals and obtain the basic 
data which FHA now has to get for 
itself. They could also give credit 
approvals under established standards. 

If this much liberalization is im- 
possible, the least FHA could do 
would be to appraise property and 
credit simultaneously. At present, 
FHA waits for appraisal of property 
to be completed before giving credit 
approval. There is no reason why 
quick credit approval of the applicant 
could not be given, subject to ap- 
proval of the property. On marginal 
FHA could indicate that the 
the loan might be cut 


cases, 
amount of 
down. 

Such information promptly received 
would have a good psychological ef- 
fect on applicants, and would enable 
the mortgage banker to begin seeking 
other financing immediately, if it ap- 
peared FHA approval would be de- 
nied or qualified. 

The alternative to letting corre- 
spondents do more of the work is for 
FHA to employ enough staff to do 
the jobs itself. 
>> Even if correspondents were to 
be given more responsibility, with the 
increased volume expected under the 
new program, FHA will certainly 
have to add staff. The staff has been 
cut down every year, until operations 


have been hampered. The build-up 
should start immediately. 


>> Although MPRs have been con- 
siderably improved by the latest re- 
visions, in many ways they are still 
far more technical than is necessary 
for residential building. MPRs arrive 
in loose leaf sheet form, three or four 
pages of fine print at a time. No one 
in a busy office has time to read, 
study, and interpret such regulations, 
and even given the time, reading and 
interpretation are difficult. 

Besides being cumbersome and diffi- 
cult, the MPRs are not catalogued 
adequately, so that it is next to im- 
possible to find the sections applicable 
in special situations. 

In content, there remains much to 
be desired by way of flexibility, even 
in the revised MPRs. Not enough 
recognition is given to modern tech- 
niques and economies, made possible 
by prefabrication and improvements 
in building materials. As top FHA 
officials themselves seem to realize, the 
FHA is now the most conservative 
force in the building picture, and has 
lost its earlier liberalizing influence. 
>> Valuations could be more real- 
istic. Selling prices, particularly of 
existing properties, are now very 
close to actual value, from the long- 
term investor’s point of view. How- 
ever, more needed than a revision in 
over-all valuation is a separate valu- 
ation for land and buildings. In many 
sections of the country, FHA insists 
upon a complete package of house 
and lot. Interchanges cannot be made 
except with extra expense and delay. 
This penalizes the builder. If he files 
a panel on a subdivision, he is prac- 
tically locked in with certain models 
that must go on certain lots. He 
can’t let the buyer choose his house 
and lot independently. There seems 
no reason why more flexibility in this 
regard could not be granted, with 
proper safeguard against the “all- 
alike” development. 

Processing time on any prefabri- 
cated home project could be cut in 
half, if the FHA would give blanket 
approval to tactory model homes, 
which are essentially the same wher- 
ever they may be erected. It should 
be necessary to re-check specifications 
only on such work as foundations, 
footings, drainage—items not supplied 
in the package. 
>> FHA should allow higher maxi- 





Single family, ranch type 
home, 2 to 3 bedrooms, 
less than 5 years old. 


Single family, 2-story or 
1% story, 10 to 15 years 
old. 


Single family, city water 
and septic tank. 


Single family, well and 
septic tank. 


Duplex (2) 








FHA Down 
Sales Price Mortgage Payment 

$12,700 $11,100 $1,600 
15,600 13,100 2,500 
16,500 13,500 3,000 
16,850 13,800 3,050 
19,500 16,000 3,500 
25,000 19,400 5,600 
18,500 14,000 4,500 
19,800 16,200 3,600 
19,900 15,700 4,200 
15,600 12,000 3,600 
21,700 15,200 6,500 
14,500 11,500 3,000 
14,750 11,200 3,550 








mum loans in localities recognized as 
high cost building areas. It should be 
possible to go above $20,000 on an 
FHA loan in the Chicago area, and 
up to $35,000 on houses in the higher 
priced brackets ($50,000 to $60,000). 

It should not be inferred, because 
of these criticisms, that FHA is failing 
in its basic purpose. In fact, even 
under present handicaps, taking ev- 
erything into consideration, FHA has 
more to offer than conventional 
financing. In recent months, our firm 
has been making some very favorable 


25-year FHA loans, as the examples 
on this page indicate. 

FHA officials, I believe, are doing 
more than their part to bring about 
practical modifications in procedures. 
But they need our understanding and 
cooperation to make the new program 
well received among builders, brokers, 
and investors. 

All of us should stop thinking of 
FHA as “another government agency” * 
and recognize it as an extremely use- 
ful device for our benefit, and for 
which we have a responsibility. 





Arizona Title. 





IN ARIZONA 


When you buy or sell mortgages, 
make sure the title is insured by 


58 Years of Dependable Service 


Arizona Title 


Guarantee s-Trust Company 


Home Office: Phoenix, Arizona 
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MORE BUSINESS AHEAD 





The country is growing all right, but the growth is not uniform. Some states, as is well 


known, have experienced unusual increases in population and the Census Bureau projec- 


tions seem to indicate that this trend will continue. 


What is most significant are the 


projections for a far different distribution of our people in the various age groups. 


OST people have become so ac- 
M customed to the projections of 
rapid population growth that they 
forget how much the situation has 
changed in a short 10 years. 

It was only a little over nine years 
ago when the Bureau of the Census is- 
sued a publication which it optimisti- 
cally called “Forecasts of the Popula- 
tion of the United States — 1945- 
1975.” The forecasts were prepared 
by one of the nation’s best known 
demographers, whose views regarding 
the outlook were shared by most, if 
not all, of the leading members of 
his profession. The medium forecast 
presented in this report indicated that 


By A. ROSS ECKLER 


Deputy Director, Bureau of the Census 


the total population would increase to 
about 166 million in 1975. The high- 
est forecasts, regarded as walikely, 
were that the 1975 populaticu might 
be as large as 185 million. Vhe au- 
thor pointed out the possibility that 
the population would reach its maxi- 
mum size by about 1970, and then 
decline, reaching a level of only 151 
million in 1975. 

These figures are cited not to em- 
barrass those in the field of demog- 
raphy, but partly as a matter of his- 
torical interest and partly to give a 
warning against uncritical acceptance 
of the uniformly optimistic projec- 
tions which we see featured so gen- 
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erally today. I believe it is safe to 
say that demographers are about as 
well united on the projections of large 
population growth as they were 10 
and 20 years ago on the projections of 
declining rates of growth followed by 
a slow decline in actual numbers. We 
have certainly learned that demo- 
graphic trends can have sharp 
changes in direction, and that it is 
important to allow for the possibility 
of another change in direction. The 
widespread dissemination of knowl- 
edge regarding methods of limiting 
population is a significant factor to 
bear in mind as one studies popula- 
tion projections. 


weve hl Ww 


Re Ml 


Saal UL “ae 


tie) 


The past 10 years have been not- 
able for many changes, but those in 
the field of demography have been 
among the most dramatic and most 
widely discussed. 


We are now in our IIth year of 
high birth rates, and demographers 
have ceased to explain the high levels 
as a temporary phenomenon to be ex- 
plained by the effects of the war 
and making up for depression losses. 
Repeatedly, sets of projections have 
become obsolete because of the fact 
that the birth rate remained so high 
that the actual population was appre- 
ciably above the highest of the series 
of projections. 


There is little doubt that confidence 
in the prospects for increased markets 
for most kinds of consumer goods has 
been an important element in the 
substantial expenditures of business 
for new plant and equipment in the 
past few years. 


We believe that it is a useful func- 
tion of the Bureau of the Census to 
prepare projections of the population 
based upon combinations of several 
different assumptions as to future 
birth rates, death rates, and net im- 
migration. We call these figures pro- 
jections rather than forecasts, in order 
to emphasize the fact that they result 
mathematically from applying certain 
assumptions. They do not take into 
account sharp changes that might re- 
sult from developments like the out- 
break of war or a prolonged period 
of substantial unemployment. 

Our projections for 1965 range 
from 186 million to 193 million, in- 
creases of 12 per cent to 17 per cent 
respectively over 1955. By far the 
most important and most uncertain 
element in these projections is the 
course of the birth rate in the next 
eight years. A considerable increase 
took place between 1945 and 1947, 
after which the changes have been 
relatively small. Most population ex- 
perts have been chastened by the 
abrupt change in the Forties and 
would hesitate to rule out the possibil- 
ity of another change which would 
greatly affect the projections we have 
made. The concentration of attention 
on birth rates should not be taken to 
imply that there is no possibility of 
significant changes in death rates and 
in the amount of net immigration. It 
is clear, however, that the effect of 
variations in these components is 


likely to be much smaller than the ef- 
fect of changes in the birth rates. 
The present rate of natural increase 
(i.e., excess of birth rates over death 
rates) in this country, although ex- 
tremely large by comparison with that 
in the ’30s and early ’40s, is not par- 
ticularly high when compared with 
rates of increase in the 19th century. 
Precise historical comparisons with 
the 19th century experience are not 
possible since birth and death figures 
are not available for analysis of the 
components of population change in 
that period. It appears, however, that 
the present rates of natural increase 
are about as high as any experienced 
since 1900. During the 19th century, 
a considerable part of our rapid 
growth was due to the large flow of 





immigrants from European countries. 
After allowance is made for this ele- 
ment, it seems likely that the natural 
increase was still somewhat higher 
than the current rate, but not sharply 
higher. 

When our current rates of popula- 
tion growth (including net immigra- 
tion) are compared with those of 
other countries for which comparable 
figures are available, we find that we 
are currently growing at a more rapid 
rate than most of the highly indus- 
trialized countries of the world, but at 
a lower rate than most of the coun- 
tries that are commonly referred to 
as “underdeveloped.” 


Our annual growth rate of about 
124 per cent in the last six years is 
much above the rates for most coun- 
tries in Northern and Western Eu- 
rope. Our rate also exceeds that for 
the satellite countries in Eastern Eu- 
rope, except for Poland and Albania. 
On the basis of available data, it is 
likely that the rate of increase for 
ihe USSR is about the same as our 
own. In general, the rates of growth 
are considerably higher than ours in 
Central and South American coun- 
tries and in a great many countries in 
Asia and Africa. 

Thus, growth rates of 2 per cent or 
more may be noted for such countries 
as Brazil, Ceylon, Turkey, and Egypt. 
The growth rates for three of the 
British Dominions, Canada, Australia, 


When our current rates 

of population growth (includ- 
ing net immigration) are 
compared with those of other 
countries for which comparable 
figures are available, we 

find that we are currently 
growing at a more rapid rate 
than most of the highly indus- 
trialized countries of the world, 
but at a lower rate than 

most of the countries that 

are commonly referred to as 


“underdeveloped.” 


and New Zealand, are also over 2 per 
cent, but the influence of immigration 
is considerably greater in those coun- 
tries than in the United States. 

It is important to bear in mind that 
all the population projections which 
have been prepared show widely 
varying rates of change for different 
age groups of the population. To be 
sure, the dependability of the projec- 
tions varies greatly from one age 
group to another according to 
whether we are projecting the ex- 
pected number of births in future 
years, or simply projecting the sur- 
vivors of a group already born. 

The rapid growth for the groups 
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between 10 and 20 years is explained 
by the sharp increase in birth rates 
that took place after 1945. It is ob- 
vious that companies concentrating 
on goods sold largely to particular age 
groups will be well advised to give 
careful attention to the prospective 
changes in the different groups. On 
the one hand, there are in prospect 
extremely sharp increases in the 
younger school-age groups, these 
changes creating, of course, the need 
for large school construction pro- 
grams in most communities. On the 
other hand, there is a 1955-65 de- 
cline in numbers for the 25-34 year 
group. In the older age classes mod- 
erate increases are indicated in the 
next decade. The effects of the higher 
birth rate will not be reflected in 
these age groups, until the cohort 
born in the 1945-54 period reaches 
these later ages. In the age groups 
above 65, relatively large percentage 
increases will take place between 1955 
and 1965. 

When we turn to population pro- 
jections for States, the complications 
increase, since assumptions regarding 
internal migration are required in ad- 
dition to those for births, deaths, and 
net immigration. The Census Bureau 
has recently prepared four new sets of 
population projections for states to 
1965. Reflecting assumptions that the 
extensive population shifts in recent 
years will continue, these projections 
show quite wide differences in rates 
of change over the decade. Rapidly 
growing states like California and 
Florida show increases of one-fourth 
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to two-fifths above the 1955 level. At 
the other extreme, the various projec- 
tions for Oklahoma and Arkansas 
show a population decline as high as 
10 per cent to 15 per cent. As ex- 
amples of intermediate changes, the 
projections for New York are between 
10 per cent to 16 per cent higher than 
the 1955 level, and those for Massa- 
chusetts from 7 per cent to 9 per cent 
higher. Clearly, if we are to judge by 
the record of interstate migration in 
past years, the population prospects 
vary greatly from state to state. 

Labor force projections have the 
added complication of requiring as- 
sumptions regarding the rates at which 
various population groups will partici- 
pate in the labor force. Most of us 
are familiar with the long-run tenden- 
cies for labor force participation rates 
to decline in the case of teenagers and 
of men near retirement ages. On the 
other hand, for many years the per- 
centage of women in the labor force 
has been increasing. Recently there 
have been particularly sharp increases 
in the percentages of women 35 years 
and older who are members of the 
labor force, since high level employ- 
ment has furnished attractive oppor- 
tunities to many who, under other 
conditions, would remain at home. 
Low birth rates in the ’30s and high 
rates in the post-war years have lim- 
ited the supply of younger workers, 
making it easier for women past 35 
to get jobs. 

In most of the projections which 
we have made for the year 1965, the 
percentage for males 14 and over in 
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the labor force decreases a little and 
the percentage of females increases, 
the increase for the latter being par- 
ticularly sharp for those 35 years old 
and over. Our projections suggest 
that in the next decade the number 
of women added to the labor force 
will be about as great as the number 
of men added, roughly five million 
each. This will represent an import- 
ant change in the composition of the 
labor force. 


The situation may be unfavorable, 
however, in certain age-sex groups. 
For example, if males from 25 to 34 
years old are a prime source of young 
executives to train for heavier respon- 
sibilities in later years, it is worth 
noting that the number in this class 
will decrease until about 1965. 


Projections of the future numbers 
of households or families are of par- 
ticular interest to builders and to 
others producing goods that are sold 
to families rather than to individuals. 
Such projections depend upon as- 
sumptions regarding total population 
growth, and attention must also be 
given to changes in marriage rates 
and in the average age at first mar- 
riage. From 1955 to 1965 the range 
of increase in number of households, 
according to our projections, is from 
12 per cent to 18 per cent or about 
the same as the projected increase in 
the number of persons over the same 
period. 


Condensed from Mr. Eckler’s remarks at the Semi- 
nar on Population and Income, Harvard Business 
School Association Alumni Day. 
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THE EXCELLENT ECONOMIC OUTLOOK— 





IF WE CAN AVOID MORE INFLATION 


Vice 


HE question of whether we should 

look forward to more inflation— 
to a persistent upward trend in prices 
in the years ahead—provides a com- 
mon meeting ground for economists 
and appraisers. I suppose inflation 
complicates the lives of the practition- 
ers of both arts about equally, though 
in a different manner. 

Are we in for persistent inflation? 
In other words, will the price level 
rise 1 per cent or 2 per cent or 3 per 
cent on the average in the years 
ahead? 

It has been argued that a slow and 
gradual rise in prices may be inevit- 
able in what has been termed our 
“laboristic economy.” This leads to a 
consideration of two other questions: 

What would happen if we should 
continue to have rising prices? 

Why have we had inflation in the 
recent past? 

All this will bring us to the final 
question of what we can do about 
inflation. 

Let’s consider first the question of 
whether prices will continue to rise 
over, say, the next decade. Those who 
argue that the trend of prices will be 
upwards generally rest their case on 


By WILLIAM F. BUTLER 


President, Chase Manhattan Bank, New York 


what is called the “cost push.” By this 
they mean that wage rates will be 
pushed up more rapidly than output 
per man-hour of work. Thus, the 
labor cost per unit of output will 
move steadily higher, and prices will 
be pushed up. 

At first glance, this appears to be 
only elemental common sense. The 
public prints abound with news re- 
ports of wage increases gained through 
labor management negotiations. Any- 
one who has tried recently to employ 
a college graduate in any field knows 
all about the rise in wages and sal- 
aries. Almost every business now faces 
rising labor costs. 

However, there are two things 
wrong with this argument. One is 
that it ignores the lessons of the past. 
We have always had ups and downs 
in our economy, with upward pressure 
on prices and wages in good times, 
followed by reserve pressures. While 
I believe we know how to moderate 
the swings of the business cycle by 
adopting appropriate policies, I do 
not believe we have eliminated the 
cycle. Thus, experience would sug- 
gest that periods of inflation will be 
followed by periods when prices are 
stable or declining. 


A second, and more fundamental, 
point is that I do not believe our 
economy can hope to prosper and 
continue to advance unless we can 
contain inflationary pressures. In fact, 
it seems to me that inflation is the 
one thing on the domestic economic 
front that could upset our prosperity. 

What, for example, would be in- 
volved in even a moderate upward 
trend in prices of, say 1% per cent 
per year? That doesn’t sound like 
anything very formidable. Yet it 
would cut the value of the dollar al- 
most 50 per cent in 25 years. Think 
of what that would do to the incen- 
tives to save, to invest in insurance, 
or mortgages or any type of bonds. It 
seems clear that there would be a 
rush to buy common stocks and to 
speculate in commodities or real es- 
tate. Businessmen could pile up in- 
ventories and expand their facilities 
in the full knowledge that inflation 
would bail them out. 

Consequently, it seems to me that 
a little bit of inflation must inevitably 
snowball into a very great deal of in- 
flation. In the process we would have 
the sort of a boom that has always 
led to a bust. The boom can take a 
number of forms—in the distant past 
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it was the South Sea Bubble and the 
Tulip Boom in Holland—more pres- 
ently it was the Florida land boom 
and then the great stock market boom 
in the late 1920’s. Yet the conse- 
quences of an inflationary boom of 
variety have always been the 
same—they have led to an extended 
period of difficult adjustments. The 
term “difficult adjustments” is, of 
course, polite jargon which means un- 
employment, depressed earnings and 
general economic stagnation. 

While I think that it is virtually 
inconceivable that we could have the 
sort of runaway inflation that plagued 
Germany after World War I, I would 
not rule it out if we should adopt 


any 


the inflationary route. 

As an economist, I consider infla- 
tion as comparable only to the black 
plague. If we try to live with it, I 
believe it will destroy us. 

Having displayed my credentials as 
an enemy of inflation, let me add that 
I believe we can bring inflation under 
control, and thus avoid the dire conse- 
quences I have just set forth. One 
reason for this belief is that we had 
a period of four years—from the mid- 
dle of 1952 to the middle of 1956— 
during which prices were stable while 
the nation enjoyed record prosperity. 
This was also a period when wage 
rates in manufacturing almost 
one-fifth. Thus, we have recently 
gone through a four-year period dur- 
ing which we enjoyed stable prosper- 
ity and growth. It seems to me that 
this shows that we can have prosper- 
ity without inflation. 


rose 


Moreover, there are a number of 
impressive reasons why our economy 
should continue to move ahead in the 
next few decades if we can avoid in- 
flation. Many of the have 
been cited innumerable times. Yet I 
think it is still worthwhile to make 
the point that the basic factors of 
underlying strength are still operative: 


reasons 


>> Our population is growing, so 
that basic consumer demand should 
rise. While total population is grow- 
ing, the increase in people of working 
age is at low ebb because of the low 
birth rate in the 1930's. Thus, there 
is a premium on capital investment 
that raises output per person. 

>> The benefits of our prosperity are 
being broadly shared—the purchasing 
power of the middle income market 


has grown much more rapidly than 
total income. The middle income 
market consists of families with in- 


come of $4,000 to $10,000 a year. 


>> Business is spending vast sums on 
research—over $7 billion this year— 
to develop and market new products. 


>> Government has assumed the re- 
sponsibility for moderating business 


“The record of the past few years, while far from 
perfect, provides the basis for cautious optimism. 
Government policies of restraint through a cash 
budget surplus and tight money have been working 
The demands of pressure 
groups for special treatment have not led to any 
significant erosion in policies of restraint. The pub- 
lic has reacted to rising prices with caution. Instead 
of paying higher prices, many people have increased 
their savings. Savings deposits have increased 7 per 
cent in the past year. It would be nice if someone 
could invent a dramatic and eye-catching new remedy 
for inflation. Alas, this is impossible. All that can 
be offered is the same old prosaic measures—a gov- 
ernment surplus, tight money, increased savings. 
What is wanted is not new measures but more vigor- 
ous use of the standard remedies.” 


in the right direction. 





ups and downs. And, with this year’s 
Federal tax bill topping $80 billion, 
the Federal Government has the 
wherewithal to make a very consider- 
able contribution towards moderating 
a business downturn by cutting taxes. 
This is a very brief outline of the 
reasons for my belief that our nation 
faces a truly amazing economic out- 
look if—and this is a big IF—we can 
avoid further inflation, and the boom- 
and-bust pattern it would generate. 
Why have we had inflation in the 
past year? First, we must find out 
why we have had a rise of 4 per cent 
in consumer prices in the past year. 
First, it seerns to me that the dom- 
inate economic feature of the past two 
years is the tremendous rise in busi- 
ness investment in new plant and 
equipment. In two years these ex- 
penditures have gone up almost 50 
per cent. 
Second, this attempt to expand 
business investment in face of a high 
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level of government expenditures and 
a high level of consumer expenditures 
has placed great pressure on our econ- 
omy. We've been trying to do too 
much, too quickly. No single factor 
qualifies as the villain in this process, 
even though business investment has 
shown the greatest rise. It is, rather, 
the combination of strong demand in 
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all major fields that has kept our 
economy under pressure. 


In this situation of strong demand, 
wage rates and other costs have gone 
up. Thus, businesses have raised prices 
to maintain profit margins, a perfectly 
normal reaction. Price increases have 
been much larger in construction and 
machinery than in consumer lines, re- 
flecting the greater pressure of de- 
mand in these areas. Prices of capital 
goods have gone up 15-20 per cent 
in two years as agaiast an increase of 
about 4 per cent in prices in the con- 
sumer area. It would appear that this 
widening gap between the costs of 
things to produce consumer goods and 
what consumer goods can be sold for 
cannot last indefinitely. 


The government authorities have 
been making a valiant effort to con- 
tain inflationary forces. Despite all 
the talk about government spending 
and inflation, the Federal Govern- 
ment has been running a surplus. In 














the past year the government has 
taken in from taxes $342 billion more 
cash than it has spent. That’s anti- 
inflationary since it siphons cash out 
of the private economy. 


In an inflationary situation every- 
body is trying to get hold of more 
money to spend. Consumers are try- 
ing to borrow to help finance pur- 
chases of new cars, appliances and 
houses. Businesses are trying to bor- 
row more to finance inventories and 
new plants and equipment. And state 
and local governments are borrowing 
more to pay for schools, roads and 
other public works. 


If this borrowing can be financed 
out of current savings, then it should 
not be inflationary. The people who 
save cut down their buying enough to 
offset the increased purchases by those 
who borrow. The trouble is that the 
demand for credit in the past two 
years has far outrun the nation’s sav- 
ings. In this situation the creation of 
more credit will merely bid up prices. 
It cannot add to the supply of goods 
since the economy is operating at ca- 
pacity. But it does add to the supply 
of money. So prices are bid up. 

The objective of tight money is to 
keep the increase in credit in line 
with the nation’s savings. If pursued 
vigorously enough, a tight money pol- 
icy can bring an inflationary rise in 
prices to a halt. This is true even if 
the main source of inflationary pres- 
sure is a rapid rise in wages that pro- 
duces a “cost push.” By holding down 
demand through keeping money tight, 
the authorities can make it unprofit- 
able for employers to go on paying 
higher wages. 

At this juncture, one might well 
ask: “If this is so, why have we had 
inflation in the past two years?” I 
think the answer is that we as a na- 
tion have not been willing to pursue 
a policy of credit restraint with suffi- 
cient vigor. We have been worried 
that tight credit might upset our pros- 
perity and lead to unemployment. 


Nevertheless, it seems to me that 
tight money is beginning to work. The 
rise in wholesale prices has been 
checked—they actually declined 
slightly in May. While wage rates are 
still going up, it appears that produc- 
tivity—output per man-hour—is ris- 
ing at least as rapidly. Thus I am 
confident that we shall soon achieve 


stability in prices. And we shall do 
so in a condition of general prosperity 
and low unemployment. 


Well, what of the longer-term out- 
look? Even if we succeed in bringing 
inflation under control for the mo- 
ment, won’t it break out again? 


I conceive this to be the greatest 
threat to our continued prosperity and 
growth. Unless we are willing to ex- 
ercise restraint in times of prosperity, 
I believe we can look forward to pe- 
riodic outbreaks of inflation. These 
will—sooner or later, but inevitably— 
undermine our prosperity and bring 
our growth to a halt. 


However, it seems to me that the 
record of the past few years, while 
far from perfect, provides the basis for 
cautious optimism. Government poli- 
cies of restraint through a cash budget 
surplus and tight money have been 


working in the right direction. The 
demands of pressure groups for spe- 
cial treatment have not led to any sig- 
nificant erosion in policies of restraint. 
Moreover, the public has reacted to 
rising prices with caution. Instead of 
paying higher prices, many people 
have increased their savings. Savings 
deposits have increased 7 per cent in 
the past year. 

It would be nice if someone could 
invent a dramatic and eye-catching 
new remedy for inflation. Alas, this 
is impossible. All that can be offered 
is the same old prosaic measures—a 
government surplus, tight money, in- 
creased savings. What is wanted is 
not new measures but more vigorous 
use of the standard remedies. 


Condensed from address before National Confer- 
ence of the American Society of Appraisers. 
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The Attributes of a 





OR the second consecutive year, 
F the subject of The Attributes of 
a Mortgage Banking Executive has 
been a part of the School of Mort- 
gage Banking curriculum. It is a 
rather new subject for our School but 
it is an old and increasingly important 
subject for all industry, and there is 
a growing belief that we will never 
train enough executives to handle our 
expanding economy. In the mortgage 
business, practically all of us have 
grown from a small, family-owned 
business where investors and _bor- 
rowers alike depended upon some in- 
dividual who could be trusted to take 
proper care of their affairs. Now even 
we have expanded until we must 
depend upon an organization—and 
we have the added problem of re- 
taining in our business more of the 
“personal attention” factors than most 
executives are called upon to face. 

I wish I could give you a list of 
attributes which would guarantee your 
business success but I’m afraid I 
can’t because, being human, success- 
ful executives portray their leadership 
in different ways and attain success 
in their own peculiar fashion. There 
are, however, certain fundamental at- 
tributes which apply to all types of 
business, a few of which are necessary 
I shall try to 
explain these to you and to indicate 
which ones will lead to a happy as 
well as a successful business career. 
Motors, “A 
goes 


to a mortgage banker. 


It is said at General 


good executive is one who 
around with a worried look upon the 
faces of his associates.” Do you like 
this thought? It is 


Curtice, President of General Motors 


said of Harlow 

“He is violently at war with com- 
placency, and, in effect, runs his 
power house of a company with all 
the urgency of some desperately wor- 
ried embattled isn’t 


executive who 


sure where his next dollar is coming 
from, whose competitors are breath- 
ing fire in his face, and who is in 
imminent danger at the slightest 
slackening or oversight of seeing his 
customers desert him in droves.” I 
must admit that Curtice has been a 
great executive, but if this quotation 
is not horribly exaggerated, I submit 
that Mr. Curtice has missed his goal 
in life and that both he and his 
associates have developed a miserable 
business career and a very unhappy 
way of life. 

What, then, are the attributes? 

I like an executive who worries— 
in fact, I don’t believe that you can 
be one without a great deal of worry. 
But you must learn the purpose of 
worry. If properly understood, it can 
lead us, stimulate us to better attain- 
ments, and such understanding will 
enable us to properly control worry. 
We must learn to face the cause of 
our worries courageously—we must 
space it and time it and learn not 
to worry over those things we can’t 
change or cure. This is a difficult 
assignment, as I know from personal 
experience; but through practice and 
habit we can attain a large measure 
of control. If we don’t, worry be- 
comes a disease and science tells us 
that an overwhelming number of our 
ills are caused by worry. In 1933, my 
company had received some public 
acclaim for fair dealing during our 
depressed era. Many of our competi- 
tors had folded and we were at least 
alive. We felt somewhat righteous, 
egotistical and complacent until one 
of our large institutional investors in- 
formed us that they were canceling 
their contract. It was a hard, stagger- 
ing blow, coming at a time when we 
could ill afford to lose any business. 
If I say that I worried, it is a mild 
description of my state of mind. After 
a while, however, we looked at our- 
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selves more critically and saw weak- 
nesses in our organization which were 
not apparent before. We made cor- 
rections and streamlined our organi- 
zation so that when business started 
up again we were ready for it, we 
expanded with it and gave better 
service to both borrowers and in- 
vestors. Looking back at it now, I 
can see that this blow, the worries 
that came with it, and the corrective 
measures, were the best things that 
ever happened to us. 

Now, every executive must possess 
the qualities of leadership—as a mini- 
mum, he must command the respect, 
the admiration, even the affection of 
his associates. Our problem is to find 
out how we achieve these attributes. 
Certainly we must conduct ourselves 
with a high code of personal honor 
—and we must practice the Golden 
Rule. We need a high order of in- 
telligence and I find that scholastic 
achievements are important. An ex- 
ecutive must be a man of good 
judgment; and no man’s judgment 
is ever better than the facts which are 
available to him when he makes that 
decision. But I do believe that an 
understanding of people is even more 
important—the kind of understanding 
which is learned in games and all 
other kinds of group activities. 

These are rather general statements. 
I hope to give you some rather prac- 
tical suggestions for the development 
of qualities which will give to you 
the respect and admiration of your 
associates. 

If I had an opportunity to go back 
to school or college, it would do me 
more good in my business life to take 
a course in public speaking than any 
course I could think of. I know of 
nothing which more quickly develops 
all the attributes of leadership and 
the admiration of all people, if well 


a Mortgage Banking Executive 
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done. Remember, too, that most sell- 
ing is accomplished through the 
spoken word and all salesmanship is 
the art of telling the truth attractively. 
I recommend that you learn public 
speaking, knowing full well from per- 
sonal experience that most of you 
won’t achieve any degree of success 
without much personal suffering and 
hard work. It is never easy. A few 
years ago I asked Clarence Randall, 
then president of Inland Steel and 
one of the ten best speakers in the 
United States, to speak at an MBA 
convention. He always speaks with- 
out notes and does it so fluently, 
logically and, apparently, extempo- 
raneously. But he turned me down 
because his directors had given him 
sO many assignments that he had no 
opportunity for outside activities. I 
remonstrated and told him that we 
would give him any subject he 
wanted, and mentioned that, since he 
spoke so easily that it really wouldn’t 
be a burden for him. He gave me 
a rather withering glance and told 
me that I ought to know better. He 
added that he never made a speech 
without staying up half the night 
practicing before mirrors. So, I am 
not advocating an easy life and I 
still recommend that you learn public 
speaking. 

I urge you to engage in outside 
activities. Every leader must assume 
civic duties, take part in charitable 
organizations and engage in trade 
activities. These activities will gain 
the respect of your associates and, in 
addition, the public will have a much 
higher regard for your organization. 
If you perform your civic duties well, 
people will believe that you must have 
a competent organization which does 
business on a high moral plane. It 
will increase your business. It will 
do so, however, only if you do this 


Back in June at the School of Mortgage Banking at 


Northwestern, Mr. Dovenmuehle addressed the group of 


young executives on The Attributes of a Mortgage 


Banking Executive. The title probably might better 


read The Attributes of a Good Mortgage Banking 


Executive. The message is an important one, so 


important that it was the consensus of those who heard 


it at the time that it should have far greater circula- 


tion than it received at the School. One of the significant 


things about it is that while originally intended for 


the young executives enrolled in the School, its appeal 


is for everyone at the executive level in a mortgage 


banking firm—especially those who occupy the top post. 


By GEORGE H. DOVENMUEHLE 





President, Dovenmuehle, Inc., Chicago 


extracurricular work without any 
thought of personal gain. If you 
do this work hoping for some possible 
reward, people will sense your pur- 
pose and the rewards will go to some- 
one else. Did you ever stop to think 
that a great deal of your business 
comes from the recommendations of 
other mortgage men? Quite often, I 
have been able to tell a life insurance 
investor that Joe Blow in Extra City 
was a fine mortgage man. I had 





learned to know him in trade associa- 
tion work and I had seen him com- 
plete his tasks efficiently and with 
good judgment. Several Joe Blows 
are now acting as correspondents for 
satisfied investors. This year one of 
the nation’s largest builders came into 
my office and handed us all his busi- 
ness because of the recommendation 
of several mortgage bankers. Now all 
I have to do is to find him some 
money. 
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You must learn to delegate respon- 
sibility with both authority and ac- 
countability. This is never easy and 
I think it is especially difficult in a 
personal business such as ours. Good 
judgment is required but no good 
organization can exist without it. I 
recall that in 1932 one large investor 
insisted that I personally make every 
decision for their guidance in our ter- 
ritory. It flattering to me but 
devastating in its effect on our organi- 


was 


zation. 

A good executive will develop his 
organization in depth—even at the 
risk of seeming somewhat extravagant 
or of having too many people for a 
job. You may accomplish your pur- 


pose in part by rotating jobs from 
the lowest to the highest. Urge your 
youngsters to solve some difficult 


problems and occasionally make use 

if you think 
You must do 
ideas. 


of their solutions even 
may be wrong. 

part to encourage 
Criticism is a necessary evil—but, 
before others. You 
part of 


elim- 


they 
youl 


neve! 
that 
teaching. Don’t 
inate criticism but do everything 


of course, 


must learn this is a 


ever try to 


you can to eliminate the fear of criti- 
cism. You must urge people to make 
decisions without that awful fear of 
making a mistake. Mistakes, you 
know, are the soil of progress. The 
right kind of criticism can build up 
a man’s confidence—it will instill 
pride and loyalty. The wrong kind 
can destroy him. Above all, be able 
to criticize yourself. You only need 
a good batting average, so remember 
that you always need to be 
right. Admit it quickly, if you are 
wrong, and never bluff. Do your 
business with humility and compare, 
for example, the humility and the 
leadership displayed by Eisenhower 
with the lack of it shown by his im- 
mediate predecessor. 

You in this class are a privileged 
undoubtedly, the leaders of 
our mortgage banking business in the 
near future. Plato, for example, would 
have placed you in the upper crust 
of his planned segregated society. And 
to help you maintain your humility I 
thought I would give you a definition 
of the upper crust: “The upper crust 
is simply a bunch of crumbs held 
together by their own dough.” 


won't 


group 


I don’t know any good executive 
who doesn’t pay well and you must 
install a good pay system that works. 


Never permit your people to wonder 
about their pay. If a man is good, 
any delay in a pay increase ruins his 
morale; so, if possible, give it to him 
before he is obliged to ask for it. 
Your pay system must promote team- 
work among your management group 
and it must reward individual effort. 
Try to devise pay incentives which 
will permit your people to participate 
in the profits and, in addition, see 
that each is rewarded in accordance 
with his contribution to that profit. 
Pensions have become almost a neces- 
sity. 

Every executive, sooner or later, 
will become a “stinker” to some em- 
ployees—it is a part of your job. You 
will have to criticize but as an anti- 
dote you must be sure to watch for 
opportunities to compliment. Nothing 

absolutely nothing—is quite so re- 
warding or stimulating. It is reward- 
ing to the company because it boosts 
morale and stimulates the individual 
to greater effort. But be careful. 
Every compliment must be sincere 
—you must watch for the occasion. 
Have any of you read a children’s 
story called the “Magic Word?” It is 
a favorite of my grandchildren and 
I recommend it to you. In the story 
the mother is in the kitchen stirring 
the mixing bowl in order to bake a 
cake, and the heavenly aroma entices 
her small son. He asks her if he can’t 


lick the bowl when she has placed 
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FLEXIBLE INTEREST RATES 
CAN BEST BE SECURED ON 
CONVENTIONAL MORTGAGE LOANS 


the mixture in the oven. She agrees 
that he can do so if he will just say 
the magic word. So he tries the magic 
words such as“Abracadabra,” “Ho- 
cus-Pocus,” “Dominocus.” His mother 
simply tells him that he hasn’t said 
it. Finally, in exasperation, he says, 
“Mother, can’t I please lick the 
bowl?” “Of course,” she says, “you 
have just said the magic word.” And I 
say to you that the use of “please” 
is far more important in dealing 
with your employees than in your 
relations with your superiors or your 
customers. And try to say “Thank 
You” when the job is done. 


In making decisions, we really sepa- 
rate the men from the boys. There 
is a vast difference between prompt 
decisions based on adequate facts and 
the impulsive decision to clear the 
air. I think you know the type I 
want you to avoid—the character 
who could say, “Don’t annoy me with 
the facts—my mind is made up.” But 
habitual indecision not only inter- 
rupts the growth and progress of a 
business, it disrupts and destroys 
morale. If your people have made 
careful studies and recommendations, 
it is too frustrating if decisions are 
withheld. You must, of course, take 
sufficient time but don’t be a sleeping 
beauty. Consult others—it is very 
important to make them a part of 
your team and two heads are better 
than one. But, if it is your responsi- 
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bility, accept it and don’t pass the 
buck. 


Now, I hope that you will permit 
me to indulge in a little business 
philosophy. I would like you to re- 
member that we are living in a 
Christian society which has given to 
us our capitalistic free enterprise sys- 
tem that has developed a prosperity, 
a happiness and freedom never before 
seen on earth. It is a society in which 
each individual is sacred and the 
Government remains the servant of 
the people. You have in your office 
a ready-made audience and I ask you 
to sell this concept of society to your 
employees. Show clearly the contrast 
of communism or socialism which 
must lead inevitably to dictatorship. 


Recently, Walter Paepcke, an old 
schoolmate of mine and now chair- 
man of the Container Corporation— 
also the man who inspired the restora- 
tion of Aspen, Colorado—invited a 
group of very important business men 
to Aspen in order to discuss a phi- 
losophy of business. Among other 
things they, of course, reviewed the 
approach of Plato and Aristotle to 
the problems of business and society. 
I was amused, but not surprised, that 
these V. I. P. business men didn’t 
remember that these philosophers had 
solutions to many problems which 
exist today. These men have simply 
been too busy to think of their goal 
or purpose in life. But they are 
thinking and planning now even if 
they hadn’t done so before. Definitely, 
we are educating a higher order of 
business man today—and in spite 
of some very lurid characters, we 
have a higher order of dedicated 
public servant. Some day we may 
have honest union officials. All of 
them need to know their purpose in 
society and the function of business 
in that society. 


You, too, must have a goal in your 
business and private life and that 
goal must be in harmony with our 
society. Remember that society per- 
mits us to engage in business in order 
to serve mankind. It urges us to make 
a profit, believing that this is the 
stimulant needed to make us serve 
society better. Making money is a 
very important result which may in- 
dicate how well we have achieved our 
goal. It is the carrot held before us. 
If we have served well, we business 
men are frequently rewarded with 


honors and other more important 
satisfactions. And society will say 
that we have achieved success. 

Just one final word. Our society is 
a nation of families—don’t become 
so immersed in your business respon- 
sibilities to overlook the opportunities 
and obligations to serve your family. 
Your family can do without many 
things, such as money, social position, 
big houses—but it needs you. No 
honors or rewards in business will 
ever compensate for a failure to ac- 
knowledge the much greater obliga- 
tion which you owe your family. 


THE STALLED REVOLUTION 
(Continued from page 24) 
mortgages are both social and polit- 
ical. A continuing contraction in the 
low-cost housing market can only 
provoke mounting political pressure 
for more direct government interven- 
tion in the housing industry. Today 
the nation has a housing inventory 
that includes six million nonfarm 
units of substandard quality (dilapi- 

dated, without inside baths). 
Credit-easing action will most surely 
not solve the builder’s problems: it 
can only give him a better chance to 
make his own contribution to their 
solution. If he exploits easier credit 
as one more lucky chance to avoid a 
direct fight against his own rising 
costs, he will cheat the market, the 
public, and ultimately himself. If he 
is responsible, the builder will see 


that easier credit helps produce houses 
at prices that can be paid in the low- 
income market sector. 

An encouraging move in the indus- 
try would be to make trade-ins com- 
mon practice. House and Home has, 
in fact, painted a glowing vision of 
what this practice can mean: “We 
cannot raise the American standard 
of housing by feeding cheap houses in 
at the bottom. We can raise the 
standard of housing only by building 
good houses and making trade-up 
work through trade-ins.” 

While this practice can never be a 
total substitute for production of new 
low-cost housing, its application makes 
some sense in a market of such great 
mobility as today’s. At least 30 mil- 
lion Americans move each year, stay- 
ing in one place an average of no 
more than six or seven years. Today 
there are 26 million owner-occupied 
homes, and if more owners started 
trading up this could start an historic 
and unprecedented expansion of the 
home-building industry. There are 
familiar difficulties—the haggling over 
evaluations of old property, the heavy 
interest rates and discounts demanded 
on mortgages on older homes. And 
over the past two or three years the 
prices of old houses have advanced 
very little, thus making it more diffi- 
cult for their owners to realize enough 
to enable them to move on into big- 
ger houses. 

If the builder-as-marketer comes to 
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operate somewhat as a realtor, and 
the builder-as-producer does his part 
in cutting costs, then both he and 
the consumer might at least be better 
prepared to face the real trouble 
ahead. For the truth is that the build- 
ing industry and market—for all their 
present pain—are soon to suffer 
sterner problems: 

First: If home building starts acting 
like a growth industry again, it will 
be producing by the early 1960's half 
again as many houses a year. Where 
will the mortgage money come from? 

The market for mortgages is se- 
verely restricted. The ownership of 
FHA mortgages is restricted by law 
to “qualified investors” with over 
$100,000 capital. As an instrument, 
the mortgage is not competitive on 
the money market. It is a cumber- 
some device: it comes in odd amounts, 
it requires bothersome bookkeeping, it 
demands legal fees and recording. 

It is persuasively contended by some 
housing experts that there is no effec- 
tive long-term way to supply the pool 
mortgage money except by much 
faster turnover of mortgages—i.e., 
shorter-term amortization at higher 
monthly rates. This argument, how- 
ever, leaves most of the industry’s 
economists and builders unconvinced. 
They note, first, that the effect of this 
would almost certainly be merely to 
increase each individual contribution 
to the mortgage pool while reducing 
drastically the number of people able 
to contribute. They note, second, that, 
from the consumer’s point of view, 
higher down payments would mean 
less cash available for purchase of the 
things that have to go inside a home, 
hence a much greater dependence on 
consumer-credit terms—and these 
usually mean an effective interest 


rate of 12 per cent or better. 

Easier to agree upon is the need to 
develop a new type of debt instru- 
ment that can broaden the mortgage 
market, today narrowed to little more 
than 2,000 substantial lenders. The 
fastest-growing pool of savings, the 
pension trusts, contributes practically 
nothing to mortgage needs. What 
seems called for is some modern 
counterpart to the old easy-to-handle 
mortgage certificate, once available in 
denominations from $100 to $500,000. 

Second: What does the industry 
propose to do about the community 
facilities that must accompany the 
racing growth of population and home 
building? 

This is probably the biggest prob- 
lem before the industry—what some 
building experts call “the urban crisis.” 
For the moment the crisis is being met 
in many communities by nothing more 
than systematic hostility to low-cost 
housing—by establishing the most 
wasteful conceivable building require- 
ments simply to drive builders away. 

The dollar dimensions of the prob- 
lem are colossal. The facts about 
school and hospital requirements are 
familiar enough, but local roads, sew- 
ers, and water bring just as harsh 
demands. By Department of Com- 
merce estimates, for example, water 
and sewer requirements for the next 
ten years will amount to $26 billion, 
but the current rate of actual ex- 
penditures by local governments is 
less than one-half that amount. And 
by 1965, when the “war babies” will 
bring the highest rate of family for- 
mation the nation has ever known, 
the whole matter will become more 
acute. 

Third: Where will the land be 
found to build on? 


The increase of some 80 million 
between 1950 and 1980 will not be 
nicely distributed over three million 
square miles: it will be concentrated 
in some 30,000 to 40,000 metropolitan 
square miles. Land prices in most 
such areas have quadrupled in the 
last five years. 

On the level of partisan politics, it 
is probable that the home-building 
field promises, for the next decade, to 
be a battleground as bitterly fought 
over as any other area of domestic 
concern. 

On the level of serious governmen- 
tal responsibility, a few more con- 
structive things may be hoped and 
called for. 

A review of all U. S. fiscal and 
monetary policies, and probably noth- 
ing less, would help determine what 
is necessary for a prospering home- 
building industry. There has been no 
comprehensive study of these policies 
since the 1911 commission that paved 
the way for the Federal Reserve Sys- 
tem. 

Scarcely less important is the need 
for a national study of the basic facts 
and figures of the home-building in- 
dustry. It doesn’t matter whether this 
study is done by the government or 
by such private organizations as AC- 
TION (American Council to Im- 
prove Our Neighborhoods). An ap- 
palling poverty of statistics clouds 
almost all discussion of the industry’s 
problems. Debate on the most basic 
questions (such as the number of low- 
income families actually seeking to 
own homes) is usually a contest waged 
with tenuously supported guesses. As 
one building expert states: “The truth 
is that we just don’t have the facts on 
the most critical questions—the indus- 
try today is flying blind.” 
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With explosive political and social 
issues turning upon the building in- 
dustry’s fortune, there is need for a 
sense of responsibility on the part of 
builder and lender, home-owning citi- 
zenry, and government, from the local 


Inflation Bite 


Inflation’s bite on the American 
economy has increased steadily over 
the past decade and last year reached 
the staggering annual total of $83 bil- 
lions. 


That is how much more all the 
goods and services produced and con- 
sumed by the public, business and in- 
dustry, and government cost in 1956 
than if inflationary pressures had been 
curbed and prices held at the 1947 
level; and there has as yet been no 
change in the trend this year. 


This tremendous loss in aggregate 
purchasing power, which amounts to 
about a fifth of the nation’s entire 
economic activity at current price 
levels, is implicit in figures compiled 
by the U. S. Department of Com- 
merce on the gross national product 
and its trend and composition in re- 
cent years. 


To keep its fingers on the nation’s 
economic pulse, the Department of 
Commerce compiles two sets of figures 
on the gross national product. By far 
the more familiar of the two, and the 
one generally regarded as a key in- 
dex to the country’s economic prog- 
ress, are the quarterly and annual fig- 
ures summing up total production of 
goods and services at current market 
prices. These figures, of course, in- 
clude price changes. But the Com- 
merce Department also gets up a gross 
national product series in dollars of 
constant buying power, with 1947 as 
the base, to see what the economy is 
really accomplishing in terms of the 
actual volume of economic activity. 


Here is how these two series stacked 
up in 1956: 

In dollars of current buying power, 
gross national product added up to 
$414.7 billion last year, up $182.5 bil- 
lion over 1947. 

But in dollars of 1947 buying 
power, gross national product came to 


only $332 billion in 1956, or just 


to the federal level. Their coopera- 
tive effort is vital to a sensible land 
policy and a healthy credit policy. 
No other industry touches so many 
people or is so dependent on action at 
all levels of government. 


Is a Big One 


about $100 billion above the 1947 
total. 

The difference between these two 
sets of figures is exactly $82.7 billion. 
That is how much the cumulative 
growth of inflation in the 1947-56 
period was reflected in the economy 
last year. 

This is a sobering reminder of the 
basic problem that faces the nation, 
and the growing size of the stakes in- 
volved in the Battle of Inflation. It 
re-emphasizes the need for action on 
the spending and other inflation- 
breeding fronts, with more saving 
by the people, more economy in Gov- 
ernment (State and local as well as 
Federal), and more restraint on the 
part of industry and labor, essential to 
help hold the price line and prevent 
a further erosion of the dollar. 

One of the ironic byproducts of 
the inflation trend is found in the 
Government sector, which takes nearly 
a fifth of all the goods and services 
produced in the economy. The Com- 
merce Department figures show that 
the dollar which Government (Fed- 
eral, State and local combined) col- 
lects in taxes and spends on goods and 
services has had one of the biggest 
losses in purchasing power since 1947 
of all the principal sectors of the 
economy. The combined State and 
local dollar, in fact, has lost most of 
all in the period, nearly a third in 
purchasing power as compared with 
1947, much of it due to the inflation 
of construction costs which bulk large 
in State and local budgets. 

There has been a growing realiza- 
tion of the inflationary impact of ex- 
cessive Government spending, even if 
budgets are in balance, in an economy 
straining at its resources of manpower 
and materials, as has been the case in 
this country in much of the recent 
period. The facts thus indicate that 
Government under current conditions 


not only contributes to inflation but 
is particularly hard hit by it. 

The Commerce Department figures 
also give an insight into the funda- 
mental importance of increasing pro- 
ductivity and high capital investment 
as brakes on inflation. This is clearly 
apparent in the area of personal con- 
sumption expenditures. The figures 
show that rising prices have tacked 
on only 10 per cent to the cost of con- 
sumer durable goods in the 1947-56 
period, about half the average for the 
economy as a whole, and 12 per cent 
for non-durable goods. These two 
areas of economic activity have been 
major users of the people’s savings for 
capital investment and expansion, and 
have among the best records for in- 
creasing productivity. By contrast, the 
field of services, which by nature and 
diversity has a productivity problem, 
shows a 25 per cent inflation in the 
period. 

Of particular significance is the 
fact that the impact of inflation was 
greater in 1956 than in any year in 
the last decade, evidence of the extent 
that inflationary forces had been per- 
mitted to build up in the period. In 
dollars of current buying power, gross 
national product was $23 billion 
higher last year than in 1955; but 
when adjustment is made for price 
changes the gain is reduced to $9.2 
billion. Here is an implicit inflation 
of 60 per cent, a larger percentage 
rise in this respect than even in 1951 
when the Korean War had its big- 
gest inflationary impact on the econ- 
omy. 


Half U.S. Building 
Is In the Suburbs 


Nearly half of all the building in 
the United States last year took place 
in the suburban and outlying areas of 
the nation’s metropolitan centers. 

This is close to double the propor- 
tion of the country’s entire popula- 
tion contained in these areas, and in- 
dicates the broad impact of the 
growth of suburbanization on the 
building industry as well as on other 
areas of economic activity. 

The figures show that about $9.1 
billion of the total U. S. building 
permits of $1834 billion for 1956 were 
in the suburbs and outlying areas of 
the metropolitan centers. This repre- 
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sented about 48 per cent of the total, 
compared with 27 per cent of the 
U. S. population residing in these 
areas. 

Another $5 billion, or 30 per 
cent of the year’s building permits, 
were in the central cities of the met- 
ropolitan areas, which contained 
about this same proportion of the 
country’s population. The balance of 
somewhat over $4 billion of the 1956 
building permits was in the small 
cities and towns and rural areas com- 
bined. The proportion here was only 
about half of the 41 per cent of the 
U. S. population residing in these 
areas. The building figures include 
additions, alterations and repairs as 
well as new construction. 

Behind these figures is the spec- 
tacular growth of the suburbs since 
the end of World War II. Of the 
U. S. increase of close to 15 million in 
population in the 1950-56 period, 
practically two-thirds was in the sub- 
urbs and outlying areas of the metro- 
politan centers. 

Because of this trend, it is not sur- 
prising to find more home building in 
the suburban areas than in the rest 
of the country put together, along 
with big proportions of the new 
schools, shopping facilities, commu- 
nity buildings, etc. Of particular in- 
terest is the fact that industry, too, 
is following the trek of population to 
the suburbs, giving these areas in- 
creasing economic characteristics and 
making them places in which to work 
as weil as to live. 

Modern technology and design re- 
quire far larger tracts of land for 
present-day industrial buildings than 
in the past. Since tracts of the re- 
quired size are either not available in 
the central cities or too costly, there 
has been a steady increase of new fac- 
tory construction in the suburbs. Of 
the $1% billion of new industrial 
buildings for which permits were re- 
corded in 1956, more than $700 mil- 
lions, or well over half the total, were 


in the suburbs. 

However, the central cities of the 
metropolitan areas still retain a com- 
manding lead in certain types of 
building activity. This is particularly 
true of office buildings, institutional 
buildings such as hospitals, and com- 


mercial garages, indicating the con- 


tinuing importance of the major met- 
ropolitan city as a service center for 
its surrounding area. 


New Plan To Sell 
To Pension Funds 


The effort to open the pension fund 
market for mortgages continues with 
the latest development the organiza- 
tion of a new company to sell partial 
interests in FHA loans. A change in 
the FHA regulations permits, for the 
first time, private institutions to dis- 
pose of partial interests in FHA loans 
by the issuance of notes, participation 
certificates and other forms of secu- 
rity. 

Under such plans persons other 
than established lending institutions 
will be able to buy beneficial interests 
in FHA mortgages by purchasing 
securities issued by the FHA-approved 
lender which holds the insured mort- 
gages. 

The first institution to take advan- 
tage of the new regulations is Instl- 
corp, Inc., subsidiary of Institutional 
Securities Corporation of New York, 
owned entirely by New York mutual 
savings banks. Instleorp, Inc., has 
filed copies of a proposed plan under 
the terms of which it will issue notes 
secured by FHA-insured mortgages. 
Instlcorp intends to sell these notes to 
pension trust funds. 


The resources of the pension and 
welfare funds of the nation’s indus- 
tries and of its labor unions are be- 
tween $40 billion and $60 billion. 
Because of the special nature of the 
mortgage business, most trusteeships 
are not equipped to handle this type 
of business. The issuance of collateral 
trust notes secured by government- 
insured mortgages, as proposed by 
Institutional Securities Corporation, 
will create a new outlet for the 
mortgage holdings of traditional in- 
vestment enterprises, it is believed. 

Norman Mason said there is still a 
good market for housing. The recent 
action of the Institutional Securities 
Corporation in adopting this new 
means of utilizing pension funds will 
go far, he said, to maintain a normal 
market in which home buyers can 
compete for their share of money 
available for investment. 
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Details of the plan of Institutional 
Securities Corporation were worked 
out with FHA officials by Howard 
W. Brunner of Berle, Berle and Brun- 
ner, New York attorneys. Under the 
plan FHA or VA mortgages will be 
purchased by Instlcorp, Inc. To fi- 
nance the purchase of the mortgages, 
Instlcorp will issue its collateral notes 
to a pension trust fund. Instlcorp will 
pledge all the mortgages as security 
for payment of these notes with the 
Savings Bank Trust Company of New 
York as trustee. 


>> A FIRST: James T. Barnes & 
Company of Detroit arranged for a 
four-million-dollar FHA commitment 
for the Carmelite Sisters for the re- 
habilitation of Carmel Hall, the for- 
mer Hotel Detroiter. This will be 
the first loan of its kind under the 
present FHA law. 

That law provides that the FHA 
may insure housing projects for older 
people up to 90 per cent of their 
cost when they are sponsored by a 
non-profit organization. 

The hotel was bought in May, 
1955, by the Archdiosese of Detroit. 
Its cost, including purchase, repairs 
and improvements, will be about five 
million dollars. 


NEW LOOK AT 1957 
(Continued from page 30) 


big gains will come from public in- 
stitutional building and industrial 
building. Highway spending should 
be up 9.5 per cent, which is less than 
was expected. 

The “most disturbing” lag in the 
private sector of spending will come 
this year in new residential units. 
They are expected to drop 11 per 
cent in dollar expenditures and 
around 18 per cent in terms of units 
started. The magazine adds that this 
area “will pick up some towards the 
end of the year.” 

Meanwhile, apartment construc- 
tion, sparked by a boomlet in co- 
operation, may hit 100,000 units this 
year, compared to only 82,300 in 
1956. 

Factories (up 8 to 10 per cent), 
institutional buildings (up 19 per 
cent), and public utilities (up 13.5 
per cent) are the strongest elements 
in the private area, while stores, res- 
taurants and garages are the weak- 
est (off 18 per cent). 
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Life Company 1957 
Loans Off One Fourth 


In the first six months this year 
the life companies bought one fourth 
less mortgages than they did in the 
same period last year—hardly news 
to those who sell loans to these com- 
panies. Half-year acquisitions of $2- 
631,000,000 brought mid-year hold- 
ings to a record $34,159,000,000. 


New investments made in securities 
and mortgages during the first half- 
year totaled $7,426,000,000, including 
reinvestment funds from maturities, 
amortizations and replacements. 

Total assets of all U. S. life in- 
surance companies increased $2,395,- 
000,000 in the first six months. This 
was about 8 per cent less than in the 
first half of last year. The June 30 
total of assets was $98,239,000,000. 


Coupled with the smaller asset rise, 
there was a reduced turnover of in- 
vestments, reinvestment funds avail- 
able being down 13 per cent from 
the year before, compared with an 
8 per cent smaller increase in assets. 

How is life company mortgage 
money spread out among the various 
states? The table below, not previ- 
ously published here, shows how the 
funds were distributed geogramhically 
for the full year of 1956. 






































FARM NON-FARM F.H.A. NON-FARM V.A. NON-FARM OTHER GRAND TOTAL 
Amount Amount Amount Amount Amount 
(000 (000 (000 (000 (000 

STATE No. Omitted) No. Omitted) No. Omitted) No. Omitted) No. Omitted) 
Alabama ...... 1,370 $ 13,025 18,850 $ 159,968 25,240 $ 203,946 11,900 $ 147,785 57,360 $ 524,724 

PO eae 880 . 10, 010 61,780 2,670 16,131 10,260 127,537 23,820 237,47 
Arkansas ...... 5,630 71,092 12, 840 77,238 7,280 44,633 3,410 41,559 29,160 234,522 
California ...... 4,630 129,211 59,440 508,232 153,450 1,375,023 146,290 2,267,749 363,810 4,280,215 
ae 4,640 68,764 14,010 106,877 20,070 173,523 11,690 193,487 50,410 542,651 
Connecticut .... 270 2,002 3,150 23,565 2,710 25,122 11,530 224,749 17,660 275,438 
Delaware ...... 30 408 2, 37,486 6,640 57,849 3,520 49,459 12,570 145,202 
Dist. of Columbia —— — 1,600 50,068 3,010 28,178 5,470 278,068 10,080 356,314 
i, ae 1,370 64,603 44,020 301,724 25,420 160,274 42,070 580,371 112,880 1,106,972 
Georgia ....... 4,240 26,836 24,120 217 368 26,600 209,240 18,220 293,408 73,180 746,852 
7 Ere 4,340 48,444 4,270 28,509 2,810 20,932 3,660 32,672 15,080 130,557 
DER i cxacees 12,860 168,709 32,700 310,645 34,130 316,021 44,780 1,079,673 124,470 1,875,048 
RIE 6.5 svmcmecacs 14,110 116,346 30,740 223,904 21,910 175,903 23,520 265,113 90,280 781,266 
ca hate 28,430 299,684 8,590 67,877 10,160 85,878 4,980 90,515 52,160 543,954 
ESS 11,540 97,348 16,890 131,628 15,760 120,603 10,950 163, 452 55,140 513,031 
Kentucky ...... 4,010 44,799 13,450 108,022 10,300 88,549 12,220 157,277 39,980 398,647 
Louisiana ...... 1,250 20,352 27,120 212,748 23,110 190,701 12,460 235,473 63,940 659,274 
eee 120 885 ,760 12,086 640 3, 406 1,400 17,294 3,920 33,671 
Maryland ...... 480 6,385 12,020 208,051 27,160 238, 969 22,750 320,483 62,410 773,888 
Massachusetts .. 80 608 360 8,039 1,490 14,158 890 222,851 8,820 245,656 
Michigan ...... 2,130 17,203 45,960 367,791 31,270 264,446 56,540 702,607 135,900 1,352,047) 
Minnesota ..... 12,460 116,375 5,260 58,883 12,870 120,250 12,360 187,454 42,950 482,962 
Mississippi ..... 3,230 56,560 12,570 77,335 11,810 77,515 5,750 62,558 33,360 273,968 
Missouri ....... 14,170 112,495 18,030 168,558 20,400 175,037 18,540 382,547 71,140 838,637 
Montana ....... 1,860 34,181 1,530 14,394 1,710 18,272 1,400 25,341 6,500 92,188 
Nebraska ...... 11,220 104,660 12,760 93,955 5,980 46,505 5,550 87,939 35,510 333,059 
Nevada ........ 140 7,090 2,550 21,098 1,400 9,108 1,060 22,061 5,150 59,357 
New Hampshire . 50 10 53 270 8,079 280 8,184 
New Jersey.... 1,640 14,899 17,320 61,197 16,860 145,982 28,450 573,585 54,270 795,663 
New Mexico.... 2,050 41,750 9,470 72,229 6,710 43,932 5,430 60,720 23,660 218,631 
New York...... 2,380 15,484 4,390 125,017 8,900 87,605 44470 1,965,887 60,140 2,193,993 
North Carolina. 3,810 29,199 18,980 176,813 18,750 143,832 25,420 282,219 66,960 632,063 
North Dakota... 1,730 12,070 150 1,175 160 1,757 240 23,353 3,380 38,355 
SOR 5,710 56,961 32,010 298,949 38,580 365,476 34,020 701,605 110,320 1,422,991 
Oklahoma ..... 8,270 92,979 32,160 199,318 25,100 157,341 11,870 179,607 17,400 629,245 
a 2,360 39,717 15,250 117,047 7,090 61,398 10,690 138,469 35,390 356,631 
Pennsylvania .. 1,060 9,224 13,920 86,916 40,220 328,670 41,710 777,732 96,910 1,202,542 
Rhode Island... ° 18 380 3,437 320 2,803 1,160 21,558 1,860 27,816 
South Carolina . 670 7,822 14,300 90,964 11,700 87,980 9,160 99,641 35,830 286,407 
South Dakota.. 5,800 44,789 1,600 14,491 810 6,151 1,640 22,276 9,850 87,707 
Tennessee ...... 3,100 23,721 32,080 $232,217 28,340 190,015 19,670 251,236 83,190 697,189 
, eee 19,780 292,924 102,850 729,575 112,060 761,944 133,680 1,774,639 368,370 3,559,082 
| eee 890 12,464 7,310 56,563 5,860 44,408 10,130 87,719 24,190 201,154 
Vermont ....... 190 1,235 40 853 120 654 450 8,281 800 11,023 
Virgimia ....... 1,630 22,704 27,360 277,220 30,450 269,709 28,440 389,586 87,880 959,219 
Washington .... 2,740 33,235 33,080 254,401 25,940 197,835 12,910 190,093 74,670 675,564 
West Virginia .. 130 1,256 6,750 42,306 5,770 43,872 5,060 55,970 17,710 143,404 
Wisconsin ...... 2,580 26,813 4,190 46,919 6,360 67,411 9,710 189,788 22,840 330,931 
Wyoming ...... 1,450 30,606 3, 580 27,245 3,310 31,207 840 14,502 9,180 103,560 
Total U. S. ..... 213,460 $2,469,961 804,150 $6,572,731 899,420 $7,300,207 945,690 $16,076,027 2,862,720 $32,418,926 
a 2,030 11,188 25,170 185,361 — — 19,460 264,661 46,660 461,210 
EE. sista hnns bg 34 4,660 54,611 350 4,051 3,120 50,153 8,130 108,849 
+ peel mony § ... 215,490 $2,481,183 833,980 $6,812,703 899,770 $7,304,258 968,270 $16,390,841 2,917,510 $32,988,985 

ss than 5. 
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This month MBA is offering some- 
thing entirely new in the way of a 
meeting, the Electronic and Tabulat- 
ing Equipment Servicing Clinic to be 
held in Hotel Commodore, New York, 
September 23-26. It is likely to be 
the largest—and will certainly be the 
most important—in the long series of 
meetings devoted primarily to the 
servicing end of the business which 
the Association has sponsored over 
the past decade. 

It is actually two programs in one, 
the first for beginners—that is for 
representatives of those firms which 
are not now using electronic equip- 
ment in their servicing operation 
and the second for representatives of 
companies in the so-called advance 
stage of using this equipment. Most 
sessions for both groups will be re- 
peated several times, so that all at- 
tending the four-day meeting will 
have an opportunity to hear most, if 
not all, the material presented. 

An unusual feature will be the 
appearance on the program itself of 
the latest electronic machines and 
equipment with showings by Inter- 
national Business Machines, Reming- 
ton Rand and others. 








An Opportunity to Increase Profits 


and Make Your Servicing More 
Efficient . . . MBA’s First 
ELECTRONIC AND TABULATING 
EQUIPMENT SERVICING CLINIC 


Hotel Commodore, New York 
September 23-26 ... Plan to Attend 


For one of the first times on an 
MBA program there will be a session 
organized exclusively for investors. 

The meeting is organized under 
the sponsorship of MBA Servicing 
Committee, with Clinic Chairman 
Thomas E. McDonald, vice president, 
T. J. Bettes Company, Houston and 
Vice Chairman W. W. Dwire, vice 
president, Citizens Mortgage Corpo- 
ration, Detroit. 


Gen. L. R. Groves T. V. Learson 


W. E. Alberts T. E. McDonald 
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Co-ordinator is Edward J. De- 
Young, MBA Director of Accounting 
and Servicing. Other members of 
this Committee include Howard E. 
Meyer, Manager of Servicing, New 
York Life Insurance Company, New 
York; A. A. Johnson, vice president, 
Colonial Mortgage Service Company, 
Upper Darby, Pennsylvania and John 
K. Benoit, manager, Equitable Life 
Insurance Company of Iowa, Des 
Moines. 

Among the principal speakers are 
Lt. Gen. Leslie R. Groves, U. S. 
Army (Retired), vice president, Rem- 
ington Rand Division of Sperry Rand 
Corporation, New York and T. V. 
Learson, vice president, International 
Business Machines Corporation, New 
York. 

Others will be Joseph C. Hudson, 
treasurer, W. A. Clarke Mortgage Co., 
Philadelphia; F. C. Haas, manager, 
mortgage services, Investors Diversi- 
fied Services, Inc., Minneapolis; 
Walter Barry, vice president, James 
T. Barnes & Company, Detroit. 

Also Thomas A. Walsh, assistant 
vice president, Peoples Bond and 
Mortgage Co., Philadelphia; E. G. 
Bray, assistant treasurer, T. J. Bettes 
Company, Houston and James I. Mc- 
Faul, controller, McMillan Mortgage 
Co., Los Angeles; 
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Also Charles L. Foley, assistant vice 
president, First Mortgage Company 
of Houston, Inc., Houston; Joseph A. 
Loos, IBM supervisor, James W. 
Rouse & Company, Inc., Baltimore 
and T. J. Melody, assistant treasurer, 
The Lomas & Nettleton Company, 
New Haven; 

Also Lester R. Shelton, assistant 
treasurer, Mortgage Investment Cor- 
poration, Richmond, Virginia; Lemar 
S. Dornhecker, manager, Machine 
Accounting, J. E. Foster & Son, Inc., 
Fort Worth; Joseph W. Scott, super- 
visor of accounting, Mutual Life In- 
surance Co. of New York, New 
York; and Thomas A. Eastes, secre- 
tary-treasurer, James H. Pence Com- 
pany, Louisville; 

Also MBA Assistant Directors James 
G. Wasson and Robert J. Murphy; 
Richard B. Caton, assistant secretary, 
Stockton, Whatley, Davin & Com- 
pany, Jacksonville, Florida and 
Howard M. Hixon, secretary, The 
Kissell Company, Springfield, Ohio; 

Also W. J. Lierman, controller, Mer- 
cantile Mortgage Company, Granite 
City, Illinois; Mr. Benoit; Fred 
Spieker, special assistant, New York 


Life Insurance Company, New York; 
Warren E. Alberts, director of indus- 
trial engineering, United Air Lines, 
Chicago; Orville Nugent, assistant 


The wonderful new world of electronics 
and its meaning and value for the 

field of mortgage lending goes on 
display this month at a brand new type 
of meeting where, for the first time, 
mortgage men will see the ultimate in 


economical and efficient servicing 


secretary, The National Life & Acci- 
dent Insurance Company, Nashville 
and Peter J. Andre, deputy controller, 
The Bowery Savings Bank, New York. 





ADVANCE REGISTRATION 


Electronic and Tabulating Equipment Servicing Ciinic 
Commodore Hotel, New York, Sept. 23-26, 1957 


ae oa 


Street Address___ _.____City and State__ 





























BEGINNING ADVANCED 
Name____ Ee 
_ Sse 
Name___ Name_ 
eee le a 
_ SP ascee 
ee RTS 
Sa Name____ 








Registration Fee: Members—$35; Non-members—$60, per company 
representative. Check for $ is attached. Send to: 


MORTGAGE BANKERS ASSOCIATION OF AMERICA 
111 West Washington Street, Chicago 2, Illinois 
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Nearly 125 students took Courses I 
and II in the MBA School of Mort- 
gage Banking this year at Stanford 
University, Stanford, Calif. which, 
added to those who completed the 
Northwestern Uni- 
versity in June and July, made 1957 


three courses at 


the biggest year yet in education. To 
go further, adding those who attended 
the Senior Executives Conference at 
New York University in January, at- 
tendance was more than double what 
years ago. The 
illustrate the 
increased importance which this ac- 


it was only a few 


statistics are cited to 


tivity has attained in the Association’s 
program. 

This year at Stanford 73 students 
registered for Course I. They came 
from 36 cities in 11 states, Hawaii 
and Puerto Rico and represented 48 
Most were from the West 
Coast which is proper since the Stan- 
ford section of the School of Mort- 
gage Banking is set up for the West. 

For Course II, 


from 26 cities in seven states repre- 


companies 


48 were registered 
senting 35 companies. Here, as at 
Northwestern, the high percentage of 
those coming back for Course II after 
completing Course I in the previous 
year was noted with considerable sat- 
isfaction. As of now, the final Course 
III is not being given at Stanford. 
rhus, the 48 who completed Course 
Stanford will, it is 
hoped, come to Northwestern in 1958 
to complete the full three-years’ study. 


II this year at 


Many of those completing Course III 
in 1957 at Northwestern were original 
two-year students at Stanford. 

The time has passed now for noting 
that MBA’s principal educational ef- 
fort, the School of Mortgage Banking, 
has achieved full maturity as one of 
the chief activities emanating 
from industry 


such 
that fact is fully recog- 
nized. But during a year such as 1957, 
when the industry it serves was beset 
with problems and prospects which, 
even to the most optimistic, appeared 
to be filled with serious challenges, the 
MBA Scheol of Mortgage Banking 
continued to exert great appeal for 
young people entering, or recently en- 
Most 


tered, our field of endeavor. 
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significant of all, however, is the reali- 
zation that this business of mortgage 
banking has become an industry which 
can hold its own with others in pro- 
viding a strong appeal for the younger 
generations. Less than a quarter of a 
century ago, it must be conceded, the 
industry was failing to provide any 
apparent incentive to interest young 





TES SCHOOL OF MORTGAGE BANKING 
The 1957 Classes At Stanford 


people. The progress of the mortgage 
industry during this generation can be 
measured in many ways—greatly in- 
creased volume, modern techniques, 
etc.—but none more dramatic than 
the people who see in it a good ca- 
reer for themselves. The School of 
Mortgage Banking is the measuring 
stick for that. 


At Course I at Stanford: Left to right: Richard H. Howlett, vice president, Title Insur- 
ance and Trust Company, Los Angeles; MBA Director of Education and Research, Lewis 
O. Kerwood; Walter C. Nelson, president, Eberhardt Company, Minneapolis; Willis R. 
Bryant, vice president, American Trust Company; George Botta, regional manager, New 
York Life Insurance Company, San Francisco; Roger C. Olson, vice president, East Bay 


Mortgage Service, Inc., Oakland; Linden L. 
National Bank, San Francisco; and Silas O. 


D. Stark, vice president, Crocker-Anglo 
Payne, vice president, Marble Mortgage 


Company, San Francisco. Below, at Course II, Walter C. Nelson and Mrs. Nelson; R. F. 
Moretti, vice president, Bank of America, San Francisco; John C. Head, The American 
National Bank San Bernardino; Fred C. von Schell, Pajaro Valley Bank, Watsonville, 
Calif.; Guido Uartolo, Bank of America, Vallejo, Calif.; Francis E. Burrows, Bank of 
America, Sacramento; and Roland Risso, Bank of America, Los Gatos, Calif. 
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Seen at Stanford: James R. Cahoon, Western Mortgage Loan Cor- 
poration, Salt Lake City; Duane Q. Austin, Union Bank and Trust 
Company, Salt Lake City; MBA Director of Servicing and Account- 
ing Edward J. DeYoung and Mrs. DeYoung; and Roger C. Olson, 
East Bay Mortgage Service, Inc., Oakland, and Mrs. Olson. At 





They were there: Mrs. Celina Rabal, Secirity National Bank of 
Huntington, Amityville, N. Y.; George C. Hudspeth, Maginn- 
Martin-Salisbury, Inc., St. Louis and Mrs. Hudspeth; William 
Hirschfeld, Security National Bank of Huntington, Amityville, 
N. Y.; and Beatrice M. Paget, Paget Mortgage Company, Port- 
land, Oregon. Right, at Course II, Stanley Le Bon, Metropolitan 


Beginners, above, Charles W. Laraway, The Bank of California, 
Burlingame; Raymond C. Ralph, T. J. Bettes Company, Los An- 
geles; Joseph L. Carroll, Jr., Carroll Mortgage Company, Seattle; 
Daniel D. Alden, T. J. Bettes Company, San Francisco; James R. 
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Course I, right, C. Jack Schleuning, The Richard Gill Company, 
San Antonio; Edward F. Janak, Jr., Texas State Mortgage & In- 
vestment Co., Houston; H. Franklyn Horton, The Central Bank 
and Trust Company, Denver; and Fred L. Friedrichsen, The Omaha 
National Bank, Omaha. 
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Mortgage Corporation; Robert C. Hamer, Insuzance Funds Mort- 
gage Co.; Robert A. Pearson, Insurance Funids Mortgage Co.; R. D. 
Schow, The Colwell Company, all «i Los Angeles; Mrs. Lowell H. 
Duggan, Alameda; Hugh H. Tebault, Duggan Investment Com- 
pany, Alameda and Kenneth J. Warren, Mason-McDuffie Co., 
Berkeley. 
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(Green and Kenneth R. Williams, both of Coast Mortgage & In- 





vestment Co., Seattle. Above, right, a session break. Below, an- 
other one and, helow right, off ior the ficld trip. Attendance at 


the 1957 Star:ford Scisool was, as at Northwestern, at a record high. 
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For an Accurate Appraisal 
of What's Ahead for Your 
Business, Che Rest Juvestment 
of Cime and Money You Can 

Make Js to take Advantage 
of this Opportunity > 
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New Mexico Acts to 





UT REDEMPTION PERIOD BY 6 MONTHS 


over country in securing needed reform in legislation 


Local group joins others 


Following the recent action taken 
Indiana and West Vir- 
moderniza- 


in Illinois, 


ginia, where substantial 
tion of mortgage and foreclosure laws 
was achieved, many local groups over 
the country are giving serious con- 
in their 


sideration to similar action 


own states. New Mexico is one. In 
that state the redemption period after 
foreclosure may now be reduced from 
nine months to three on all types of 
real property by agreement between 


the 


new statutory authority given by the 


the lender and borrower under 
1957 legislature which amended ex- 
isting law by adding the following 
provision, “— -— - provided, 
however, the parties to any such in- 
strument may by its terms shorten 
the redemption period to not less than 
three months; but provided, further, 
however, the District Court may in 
such cases upon a sufficient showing 
before judgment that redemption will 
be effected, increase the period of re- 
demption to not to exceed nine 
months notwithstanding the terms of 
such instrument.” 


This amendment secured 
through the combined efforts of real- 
tors, builders, veterans’ groups and 
lenders working largely under the 
leadership of L. W. Sutton, president 
of the Albuquerque MBA and vice 
president of Gulf Coast Investment 
Corporation, Houston, in charge of 
the Albuquerque office serving New 
Mexico and West Texas. Mr. Sutton 
and others cooperating with him con- 
tacted nearly every New Mexico leg- 
islator laying the groundwork for the 
amendment, and testified 
times before various House and Sen- 
ate committees. The provision that 
the District Court may increase the 
period back to nine months upon suf- 
ficient showing that redemption will 
be effected was a compromise finally 
deemed by the legislature to be suffi- 
cient protection for non-urban bor- 


was 


several 


rowers. 


FHA and VA have approved the 
inclusion of the following in their 
standard mortgage forms: “If this 
mortgage is foreclosed the redemp- 
tion period after judicial sale shall be 
three months in lieu of nine months.” 

Albuquerque mortgage bankers re- 
port that reaction from institutional 
investors has been exceptionally fa- 
vorable. 


During the 1957 session of the 
Washington legislature a law was 
passed providing that an investor in 
mortgages in that state did not have 
to qualify to do business there. The 
Seattle MBA was instrumental in 
securing the legislation. Further legis- 
lative work is contemplated by the 
group next year. Sheffield Phelps, 
vice president, Securities Mortgage, 
Inc., Seattle, is president; Don Mc- 
Clure, Prudential Mutual Savings 
Bank, is vice president and Harry 
B. Dye, vice president and manager 
of Seattle Trust and Savings Bank, 
Seattle, is secretary-treasurer. 


In Wisconsin, the “doing business” 
statute has been clarified by the leg- 
islature. It was a clarification so that 
out-of-state lawyers may render an 
opinion instead of having to depend 
entirely on local attorneys. An un- 
workable anti-coercion insurance law 
was introduced but, after amend- 
ments, it is not thought that the legis- 
lation will be harmful. 

The Wisconsin Mortgage Investors 
Association is looking forward to a 
further effort in revising the state’s 
antiquated foreclosure laws. William 
W. Bunge of Mortgage Associates, 
Milwaukee, is president of the group 
this year. 


In Tennessee, the Memphis MBA, 
working with mortgage bankers 
throughout the state, was successful 
in obtaining legislation to encourage 
the investment of funds for mort- 
gages by out-of-state pension funds. 
Memphis, incidentally, is launching a 
comprehensive urban renewal pro- 
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gram. A large 221 financing program 
has been arranged in the city which 
has long been a leader in fighting 
urban blight. Max B. Ostner, vice 
president, James E. McGehee & 
Company, Inc., is president; Arthur 
R. Davant, Jr., president, Arthur R. 
Davant Company, is vice president 
and William F. Ledsinger is secretary- 
treasurer. 


The Palm Beach County MBA, or- 
ganized only a year and a half ago, 
has made significant progress in at- 
taining several objectives which would 
not have been possible without an or- 
ganization. Recently members of the 
group got together on a standard ap- 
praisal fee to charge on all loans as 
well as a standard brokerage fee to 
all borrowers. The group is now 
working on a standard commission 
agreement. 


The North Carolina MBA, one of 
the more active groups in the south- 
east, is planning a meeting for early 
September. A number of the South 
Carolina members of MBA have sug- 
gested the possibility of becoming af- 
filiated with the North Carolina 
MBA, with the possibility that the 
Association might be re-named the 
Mortgage Bankers Association of the 
Carolinas. 


Lubbock, Texas MBA has joined 
with the local home builders asso- 
ciation and real estate board to spon- 
sor a School for Home Buyers this 
month. It calls for four meetings 
where panel lectures will be presented 
to instruct prospective home owners 
in things they should know in buying 
a home. The Lubbock MBA, now 
in its third year, has a membership 
of 23 firms. All types of lending insti- 
tutions are represented. Current off- 
cers are Richard Therrien, Mortgage 
and Trust, Inc., president; Raymond 
Barker, American State Bank, vice 
president and Frank Havens, J. W. 
Chapman & Sons, secretary-treasurer. 


n 


u 
~ 


J. C. McGee has been elected chair- 
man of the board of Reid-McGee & 
Company, Jackson, Mississippi. J. W. 
Hardin has been named president, 
R. W. Warren has been named ex- 
ecutive vice president, H. G. McGee 
and C. B. Boone, vice presidents, 
F. B. Williams, vice president and 
treasurer, and L, E. Germany has 
been elected secretary. 

Vice President Thomas L. Lowe 
announced the appointment of Roger 
M. Kelley and Jack D. Greene as real 
estate supervisors for Pacific Mutual 
Life Insurance Company. Kelley’s 
responsibilities will include supervi- 
sion of construction, lease agreements, 
and property purchases, while Greene 
will act as administrator for all Pa- 
cific Mutual owned real estate. Kelley 
joined the company’s mortgage loan 
and real estate department in 1950 
and Greene came to the company in 
1955. 

Walter D. Cahill has been named 
assistant secretary in charge of the 


Harrisburg, Pa., office of Peoples 


” 


PEOPLE AND EVENTS. 


Vy 





Bond and Mortgage Company, Phila- 
delphia. 

Carl S. Davis, vice president, J. E. 
Foster & Son, Inc., has been elected 
president of the Dallas MBA. Other 
officers elected are James Wooten 
vice president, T. J. Bettes Co., vice 
president and Jack Driscoll, Guillot 
Mortgage Co., secretary-treasurer. 

Alfred L. Raney, executive vice 
president, Mortgage and Trust, Inc., 
Houston, has been elected president 
of the Houston MBA. 

Martin H. Morgan has joined Ben 
G. McGuire & Company of Houston 
as executive vice president. He was 
previously with the Prudential In- 
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surance Company and in 1951 joined 
Massachusetts Mutual Life Insurance 
Company as assistant manager of 
their southwestern mortgage loan of- 
fice in Dallas. Ben G. McGuire & 
Company handles commercial and 
income property loans only and is 
correspondent for New England Mu- 
tual, Massachusetts Mutual Life and 
State Mutual Life Assurance. 

William E. Strasser has joined 
Percy Wilson Mortgage & Finance 
Corp., Chicago, as vice president and 
manager of the corporate finance de- 
partment. Mr. Strasser has had eight 
years of experience in the corporate 
field, dealing primarily with institu- 
tional investors. Prior to joining the 
Wilson firm, he was with the invest- 
ment department of The First Boston 
Corporation. He will handle corpo- 
rate financing for new construction 
or expansion, through mortgages, 
private placements, or purchase- 
leasebacks. 

(Continued on page 60) 


PERSONNEL 


In answering advertisements in this column, 
address letters to box aumber shown in care of 
the Mortgage Bankers Association of America, 
111 West Washington Street, Chicago 2, [llinois. 














Young man, college graduate, over five 
years experience in mortgage servicing, de- 
sires connection with mortgage company. 
Presently residing in southeastern United 
States. Will re-locate. Write Box 445. 

Am interested in organizing or buying 
into an F.H.A. approved mortgage com- 
pany in Metrepolitan area of Washington, 
D. C. Write Box 446. 


MORTGAGE MAN AVAILABLE 
Twelve years’ experience all phases loan 
servicing and origination. Conventional 
and insured, residential and commercial. 
Background includes accounting, appraisal, 
credit, collection, construction, personnel, 
processing and management. Married, age 
thirty-five. Desire responsible position. For 
complete résumé write Box 447. 


MORTGAGE LOAN 
COUNSELOR 


Progressive west coast bank needs 
experienced Mortgage Loan men fa- 
miliar with all phases of Real Estate 
credit and finance. These are high- 
level positions with excellent oppor- 
tunities for personal growth as pres- 
ent expansion plans develop. Salary 
commensurate with qualifications. 
Please state age, education and ex- 
perience, as well as beginning salary 
requirements. Small photo requested. 
All replies will be held confidential. 
Personnel Department 
Union Bank & Trust Co. of 
Los Angeles 
760 South Hill Street 
Los Angeles 17, California 
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Harold R. Baarson, until recently 
in charge of the mortgage loan de- 
partment of United Benefit Life In- 
surance Company, Omaha, has been 
elected assistant 
vice president of 
Draper & Kramer, 
Inc., Chicago, and 
will be in charge of 
the mortgage loan 
department in the 
firm’s Minneap- 
olis office. Mr. 
Baarson spent 12 
years with the 
Northwestern Mu- 





H. R. Baarson 


tual Life of Milwaukee and five with 


the Occidental Life of California 
prior to joining United Benefit. He 
is a member of the American In- 
stitute of Real Estate Appraisers and 
a senior member of the Society of 
Residential Appraisers. He will be 
assisted by Donald C. Lydon, also 
formerly of United Benefit Life. 


Greenebaum Mortgage Company, 
Chicago, announced that Don C. 
Armstrong, president of Na- 
tional Homes Acceptance Corporation, 
has rejoined the Greenebaum organi- 
zation as manager of its residential 
loan department. Mr. Armstrong was 
an active figure in Chicago real estate 
financing for more than 20 years be- 
fore joining National Homes. From 
1934 to 1940 he was assistant state 
re-conditioning supervisor for HOLC 
and during the following three years 
served as mortgage manager for In- 


vice 


vestors Diversified Services. 


George W. DeFranceaux, presi- 
dent, Frederick W. Berens, Inc., 
Washington, D. C., and Gerard 
J. Mamack, president, Tidewater 
Mortgage Corporation of Hampton, 
Virginia, announced that Tidewater 
has acquired the branch offices for- 
merly operated by Berens in south- 
eastern Virginia. They are in Nor- 
folk, Richmond, and Hampton. 

Mr. Manack who has assumed his 
duties as president of Tidewater was 
formerly senior vice president of the 
firm. He has been in the 
mortgage loan business for more than 
a decade having developed many of 
the the area to be served 
by the new corporation. 

Associated with Manack are John 
A. Sheets becomes secretary- 


Berens 


loans in 


who 


treasurer; Charles Tyler, vice presi- 
dent in charge of the Richmond 
office and Thomas A. Gillette, Jr. 
assistant vice president in charge of 
the Norfolk office. 

New investors in Seattle and Moses 
Lake, Washington have purchased 
the controlling interest in National 
Mortgage, Inc. in Seattle. Officers 
are Sherman S. Stephens, president, 
Harold F. Fleharty, senior vice presi- 
dent, Ray W. Price, vice president 
and Howard R. Helmick, treasurer. 

G. R. Sloane was appointed gen- 
eral manager of Arizona Title Guar- 
antee & Trust Company, Phoenix, 
when Porter Bruck retired from his 
position as executive vice president. 

Don Peer, manager of the Mesa 
office, has been promoted to assistant 
vice president. 

Mr. Bruck has completed the five- 
year contract he took with Arizona 
Title when he retired from the presi- 
dency of Land Title Insurance Com- 
pany in Los Angeles to move to 
Arizona, and he will now divide his 
time between various interests in 
Southern California. He was first 
vice president of Title Insurance & 
Trust Company, Los Angeles, before 
going to Land Title, and served as 
president of American Title Associa- 
tion 1938-39. 


Crow, Sr., of Miami, whose firm has 
been one of the pioneer members of 
MBA and who, himself, has been a 
pioneer in the mortgage industry, was 
the recipient of high praise from the 
Miami Daily News on the occasion of 
his 80th birthday on September 25. 
The News nominated Mr. Crow as 
“Miami’s First Citizen” and the trib- 
ute related how he had come to Flor- 
ida in 1913, became sold on the State 
and its future and backed up his en- 
thusiasm by opening his real estate 
office. He later added mortgages, in- 
surance and appraisals and created a 
well-rounded organization, which, in 
itself, has made an important contri- 
bution to the growth and progress of 
Miami and South Florida. He didn’t 
let the boom-and-bust experience of 
the 20’s deter him. When the Miami 
Chamber of Commerce was ready to 
close its doors in 1926 he came up 
with a plan which saved the day. He 
never ceased in his enthusiasm for the 
area and was always plugging away, 
bringing investors to the State. His 
efforts were directed into many av- 
enues. He headed the campaign for 
a six million dollar bond issue to im- 
prove Jackson Memorial Hospital and 
it was but one of many civic activities 
that bore the Crow stamp for a period 
of nearly 44 years. 


To an outstanding mortgage banker 
and an equally outstanding citizen, 
best wishes for many more birthdays! 








Jackson, Mississippi 


The Board of Directors of 
REID-McGEE & COMPANY 


announces the election of 


J. C. McGEE 
Chairman of the Board 
J. W. HARDIN C. B. BOONE 
President Vice President 
R. W. WARREN F. B. WILLIAMS 
Executive Vice President Vice President and Treasurer 
H. G. McGEE L. E. GERMANY 
Vice President Secretary 


August 20, 1957 
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... concerning the 
“}, mortgage dollar- 


Mortgage lenders and buyers, learning to 
live with the “tight mortgage dollar,” pay 
special tribute to title insurance. 


More and more, they realize that an 
insured title is a better title . . . safer to 
hold, easier to sell. Under the close scrutiny 
of informed buyers, the mortgage enhanced 
by title insurance is the one most often 
preferred. 


Why not make title insurance a require- 
ment on the mortgages you handle? The 
advantages are many and the small cost 
is an accepted charge to the borrower. 


In twenty-one states and Canada, swift 
attention to your needs is as near as your 
Minnesota Title man. Or write our Min- 
neapolis headquarters. 


Pie aac ne 


125 SOUTH 5th STREET FEderal 8-8733 MINNEAPOLIS 2, MINNESOTA 


under all 
the TITLE } 


Capital, Sur plus and Reserves in excess of $4,000,000 








ARKANSAS FLORIDA GEORGIA KANSAS KENTUCKY LOUISIANA MINNESOTA 
MISSISSIPPI MISSOURI MONTANA NEBRASKA NORTHCAROLINA NORTH DAKOTA OHIO SOUTH CAROLINA 
SOUTH DAKOTA TENNESSEE UTAH WEST VIRGINIA WISCONSIN WYOMING CANADA 





title insurance 
sends you... 


“Full Steam Ahead” 


on more profitable 
mortgage transfers 


A sound, reliable Kansas City Title policy speeds up your 
transaction by answering your customer’s demand 

for predetermined title security. For fast, experienced title 
service, ring up your Kansas City Title agent today. 


Aansas (ily Hite a 
ae 


Capital, Surplus and Reserves exceed $4,500,000.00 
Title Building 10th & Walnut Streets Kansas City 6, Mo. 
BRANCH OFFICES: 


Baltimore, Maryland; 210 North Calvert Street 

Little Rock, Arkansas; 214 Louisiana Street 

Nashville, Tennessee; S. W. Corn. 3rd & ay Streets 
Memphis, Tennessee; 60 North Second Stree! 


The company is licensed in the following states: _fiabome, Arkansas, Colorado, Delaware, Florida, 
Georgia, Indiana, Kansas, Louisiana, Maryland, Mississippi, Missouri, Montana, Nebraska, No. Carolina, 
Ohio, So. Carolina, Tennessee se Utah, Virginia, Wisconsin. Wyoming and in the 

Dist. of Columbia and Territory of Alaska, 
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